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three luxurious new desks at prices attractively low 


= PENN! Mount Vernon! New 


Yorker! These are the names of a new trio 





of desks that Art Metal is announcing .. . 
desks fine enough to fit an important ex- 
ecutive’s office, priced so low you can buy 
them for the banking rooms. 

There are four styles . . . single or double 
pedestal flat top, typewriter desk, paneled- 
end table . . . all with pleasantly rounded 


tops and legs, turned or fluted footings, 











interesting mouldings. 

HERE’S THE NEW YORKER .. . for the modern- 

minded young officer. The man who slashes away con- 

vention, who reduces design to its fundamental simplicities, 

will find it equally easy to slash red tape with the con- 

veniently arranged, roomy Art Metal desk beneath this 
interesting modern dress. 


We'll be glad to send you descriptions 
and prices . . . or give you the name of your 


nearest Art Metal dealer. 


WILLIAM PENN is a substantial desk, 
sturdy and impressive, of dignified design. Yet 
its handsome walnut or mahogany finish con- 
ceals the enduring, fire-resisting protection of 

rigid Art Metal. 





MOUNT VERNON is a graceful desk, its slender, pleas- 

antly turned legs suggesting a decorative setting . . . deep- 

piled Oriental rugs, impressive tapestries and paintings. 

But its drawers are as roomy, as smooth-gliding and con- 

venient, as the straightforward olive green Art Metal desks 
in the bookkeeping room. 


ae ” ae ao > a * * me ae 7 
— SEES SESS 


Art Metal 


JAMESTOWN ~ NEW YORK 


BRONZE AND STEEL INTERIOR EQUIPMENT FOR BANKS ...COUNTERS, CAGES, 
VAULT GRILLES, BRONZE DOORS, BANK SCREENS, DESKS, SAFES AND FILES 
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A Busy “Busy Desk”’ 
SIrs: 

I would like to voice a personal opinion 
on a question discussed in the January 
issue of The Burroughs Clearing House (in 
“From a Busy Desk” by Hy. W. Sanders). 

Mr. Sanders seems over-zealous in advis- 
ing deductions that a bank should make 
on interest-bearing accounts. Float should 
be deducted, of course, since it does not 
represent part of the actual cash balance 
until collected. 

But why deduct the legal reserve unless 
one is consistent and deducts all expenses 
connected with the account? For the legal 
reserve is Just one item on which a bank 
can make no money. To be logical, the 
vault cash reserve would also have to be 
deducted. However, if such deductions 
are desired, it would appear that a com- 
plete analysis should be inade and interest 
paid accordingly. 

Since legal reserve and other similar 
items are proportionately the same with 
every account and only float varies, it is 
ne that only float should be deducted. 
\ll other expenses can be considered in 
arriving at the interest rate. 

W. L. ROBERTSON 
Colorado National Bank, Denver 





Dear Mr. Robertson: 

Mr. Shryer has sent me your letter of 
January 22, with comment on my “‘column”’ 
in The Burroughs Clearing House. [| am 
always grateful tor comment and criticism. 

The thought behind my suggestion for 
the deduction of legal reserves in figuring 
the interest on commercial accounts is 
about as follows: most banks make an 
arbitrary deduction as a carrying balance. 
In some banks it is $1,000, in others $2,000 
and sometimes as high as $5,000. In other 
words, what they say is that they will pay 
2 per cent (usually) on collected balances 
in excess of this amount. The idea is, of 
course, to have a free balance enough to 
care tor the cost of operating the account. 

In place of this arbitrary tigure, why not 
lake the legal reserve, whether it be 7 per 
cent, 10 per cent, or 13 per cent, and so get 
a carrying balance proportionate to the 
account instead of a fixed amount which 
will be too large in some cases and too 
small in others? 

1 think the day is coming when the 
whole question of interest-bearing com- 
mercial accounts must be thoroughly dis- 
cussed and uniform methods installed. 
rhe present position ts arvilrary and unsal- 
isfactory in the extreme. 

Thank you once more for your letter. 

Ty. W. SANpDERs, Cashier 
First National Trust and Savings Bank, 
Santa Barbara. California 

Sirs: 

_ It might interest you to know that the 
lorger you speak of in your January number 
of I'he Burroughs Clearing House under the 
column of “‘From a Busy Desk’”’ by Hy. W. 
Saunders, was caught on January Y, by one 
ol our tellers, Mr. William F. Young, who 
gave chase after the man had presented a 
check for $95.50 and asked for cash, saying 
that he worked in a clothing store nearby. 

Upon being questioned, he ran out the 
door with Mr. Young after him and after 
a heated chase Mr. Young captured him 
single-handed and turned him over to the 
local police. The case has been taken up 
by the Wm. J. Burns Detective Agency, 
who say they have over 2U0 retainer war- 
rants for this man. 

If you are interested in any further 
details of the happening in order to put the 
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N. V. FARRELL 


Eastern Representative 
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slory in your magazine, we would be glad 
to furnish you with any information that 
might be of use to you. 
RusseE_.t J. Harpy, Cashier 
Safety Fund National Bank 


Fitchburg, Mass. 


It Looks Like “Cut and Try 
Sirs: 

The writer is a regular reader of your 
magazine and is glad to state that he has 
found it helpful many times. With this 
thought in mind, we are wondering if you 
have any data regarding the following 
problem which we have been thinking 
about for some little time. 

In retail department store circles it is 
generally conceded that a large proportion 
of the business lost, either because of bad 
weather or closing on account of a holiday, 
is permanently lost. 

Adopting the above as a thesis, we are 
of the opinion that our business could be 
increased by lengthening the time open 
for business, particularly since some of our 
competitors are open at times when we are 


closed. By way of explanation, we operate 
a group of thirteen outlying banks and are 
closed Wednesday afternoons, but are open 
Saturdays from 9 a. m. to 8:30 p. m. 

However, because our customers are 
accustomed to the present banking hours, 
we hesitate to nial 2 a change in them, 
unless we feel that the change will be 
profitable. Do you know of any studies 
made on this subject? 

G. R. Gouxp, Auditor 
The Bain Banks, Chicago 
See Also Page 24 

Sirs: 

In your January issue we find an article 
entitled ‘“The Facts in Bank Management” 
(by John J. Driscoll, Jr.) which appears to 
be the third of a series of articles printed in 
this magazine. 

As we cannot find the two former articles, 
we would appreciate it very much if you 
will mail us the issues containing the first 
two articles in this series. 

F. W. Hirzeman, Vice-president 

Old National Bank. Fort Wayne, Indiana 





























STABILITY of DEPOSITS 
— da Factor in Bank Investing 















































Bank “A” 
TIME DEPOSITS cee 
83% 17% 
Bank “B”’ 
TIME 
’ = DEMAND DEPOSITS 
Time deposits in Bank A amount to 83 per cent oe 61% 
of its total deposits. . . Bank B’s time deposits - 
on the other hand, amount to only 39 per cent of Average for State Banks in State 
the total. . . Both figures contrast with an average TIME DEPOSITS bre pt 
of 61 per cent in time deposits among several 61% 
, 39% 
hundred state banks in the state where they are 
located. 




















LTHOUGH generalization should never take the place of investi- 
A gation into each situation, the presumption here is that the 
deposits of Bank A would be more stable than those of Bank B. 
The nature and history of a bank’s deposits, in any case, are a 
factor which should receive careful consideration in working 
out a sound investment policy for each institution. 


This is just another point which Halsey, Stuart & Co. takes 
into account in planning investment programs for its clients— 
a service that is available to any interested bank. Additional 
suggestions along these lines will be found in our folder, 
Sound Investment Practice for the Commercial Bank, a copy of which 
will be sent you upon request. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 


THE PROGRAM Every Wednesday evening thousands increase their 
THAT DOES MORE knowledge ot sound investment by listening to the 
Old Counsellor on the Halsey, Stuart & Co. pro- 

THAN gram. Broadcast over a Coast to Coast chain of 38 
ENTERTAIN stations associated with National Broadcasting Co. 





9g P. M. Eastern Time 
8 P. M. Central Time 
7P.M.Mountain Time 
6 P. M. Pacific Time 
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For the Insured, the Choice Between the 
Trust Company and the Insurance Company 
Depends Largely on Each Individual Case 


cBy C. H. Voorhees 


Counsel, Connecticut General Life Insurance Company, Hartford 


FEW years ago the conception of life insurance 
almost universally held in this country was that of 
an indemnity for a loss. This very largely explains 
the fact that, until approximately 1925, 85 to 90 per cent 
of life insurance was payable in a lump sum. Within the 
last ten years this conception of life insurance has under- 
gone a radical change. 
The modern conception, which is expanding rapidly, 
that life insurance is the means of insuring the indi- 
Vidual’s earning power expressed in terms of monthly or 
annual income. This changed conception has resulted in a 
movement which is rapidly assuming the proportions of a 
revolution in the field of life underwriting. It has effected 
Vital and substantial changes in the conception of the 
insurance company’s relation to the buying public, in the 
method of selling of the life insurance salesman, and to a 
greater or lesser degree in the attitude and method em- 
ployed by the buying public. Of these three, the interests 


of the latter are most vitally affected, but the people to 
whom this movement holds the greatest possible influence 
and effect are that great body of citizens making up the 
dependents of the insured of America. 

Under the old conception, the life insurance company 
was called upon to pay so many thousands of dollars under 
its contract. It did so in a lump sum, terminated its 
liability and dismissed the matter from its records and from 
its mind. The agent who had sold the policy sold it with 
that idea and purpose, and when he had assisted in deliver- 
ing the check to the beneficiary or beneficiaries named in 
the policy, he too felt that his duty was over and that it 
was a closed incident. Since the purchaser had no other 
conception of life insurance in mind, he also felt that his 
duty had been performed when he purchased the insurance 
contract and kept it in force by the payment of premiums. 

However, with the new and modern conception, these 
conclusions have no place. That conception is the insuring 
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of the continuation of the insured’s 
earning power as expressed in terms 
of income. Since the insurance pro- 
ceeds are to replace the monthly or 
annual income produced by the family 
head, those proceeds too should take 
the form of an income. This is true 
for many reasons. Income can _ be 
best continued only through some 
other form of an income. Were the 
insured to be consulted, we should 
find his hope to be this —that in so far 
as possible he desires that his depend- 
ents should be ‘enabled to carry on 
after his death with at least the same 
degree of comfort, or perhaps better, 
than he had been able to provide them 
during his life. 

‘Lhe all-important question then is: 
Iiow can this be accomplished? As 
yet, there is practically only one 
answer, one method, means, and 
avenue. This has come to be known as 
the life insurance trust. Stated briefly, 
the plan it involves is the payment of 
the proceeds at the death of the insured 
either to the insurance company or 
some other party as trustee to be 
managed, invested, and distributed by 
that trustee in accordance with a pre- 
arranged agreement between the in- 
sured and such trustee, setting forth 
tie amounts, the time or events, and 
the persons who shall get the proceeds 
eventually on the installment plan. 

_ The writer knows of no person or 

institution worth consideration to 
occupy this all-important position of 
trustee except the insurance company 
and the modern trust company or 
bank with trust powers. It is a rare 
case in which any individual should 
be selected to act in this capacity ol 
trustee. Such a trustee should possess 
the following attributes, among others: 

(1) The power of continued exist- 
ence, found only in some form of corpo- 
rate existence. 

(2) The ability to invest and re- 
invest cash. 

(3) The high degree of integrity 
that both the law and the facts demand 
of one possessed with the bare legal 
litle to property but with the entire 
beneficial interest in another. 

(4) A keen sympathetic desire to 
go to the utmost reasonable action to 
secure that each dollar shall carry with 
it to dependent beneficiaries one hun- 
dred cents in comfort and well-being. 


"THERE are very few, if any, of the 

large andsoundly managed insurance 
companies which have not offered for 
years in their contracts of life insurance 
the basis of such a plan _ through 
what are commonly called “‘Optional 
Methods of Settlement.” By these 
the insurance company says to its 
insured in his very contract of insur- 
ance, “If you so desire and request in 
writing, we shall retain the proceeds of 
this contract at your death and pay 


them to such persons as you may desire 
in certain definite sums at certain 
stated intervals or events.”” Upon the 
death of the insured, where such an 
agreement has been requested, the 
proceeds are in effect transferred from 
the insurance company as such to 
itself as trustee. Some _ insurance 
companies prefer to speak of the 
relation as a debtor-creditor one rather 
than as a trustee-beneficiary. The net 
result, however, is practically identical. 

These options as they appear in the 
contracts are stereotyped and probably 
appear cut and dried to the average 
policyholder, but by means of one or 
more of these, combined and adapted 
to a man’s family circumstances, an 
almost perfect financial pattern can 
be worked out for the future. The 
result has been that a great many 
thousands of insured in this country 
today have come to look upon and 
appreciate their life insurance as they 
never did before. For the first time 
they have sensed the keen realization 
that their life insurance does insure. 


T? illustrate the practical application 

of the principles, let us assume the 
case of the head of a family with a 
wife and three children, the oldest a 
boy, age 14, the second a girl, age 10, 
and the third a boy, age 4. He is 
possessed of $40,000 of life insurance. 
Let us see just what plan should be 
adopted so that that $40,000 of life 
insurance does insure with the maxi- 
mum guarantee the particular and 
specific objects which the family head 
had in mind or would have had in 
mind had his situation been properly 
analyzed by himself or his insurance 
adviser. Let us assume that his last 
illness, burial expenses, and current 
obligations (such as rent, food, etc.) 
amount to $2,000, and that he had 
more permanent obligations (such as a 
note at the bank or a mortgage on his 
home) amounting to $3,000. Certainly, 
the least that that man could do would 
be to insure that his bills be paid and 
that he provide for a decent burial for 
himself. Therefore, $5,000 of that 
total life insurance should be payable 
in a lump sum to the widow, if living. 
This we shall call the clean-up fund 
and is practically the only part of his 
life insurance which should be payable 
in a lump sum. 

What is the next logical step to 
take? Well, let us see. The youngest 
child is age 4, who will be self-support- 
ing, it is safe to assume, at age 18. For 
fourteen years, then, that family needs 
a monthly income to guarantee that it 
shall be maintained as a family with 
the ability to continue the home with 
all its influences. Let us assume that 
the minimum with which this can be 
accomplished is $200 a month. Varying 
slightly among the different insurance 
companies, depending upon the tables 
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set out in their Optional Methods of 
Settlement, this will take approximately 
$28,000 of life insurance. The next 
block of $28,000 out of his total of 
$40,000 of insurance should be payable 
to his wife, if living (otherwise to his 
children in equal shares), at the rate of 
$200 a month for a period of fourteen 
years. This leaves a total of $7,000. 


WE will assume that in fourteen 

years the wife will be fifty years of 
age and that the very minimum on 
which she can live beginning at age 50 
is $100 a month. The question then is: 
How much will $7,000 of life insurance 
produce as a guaranteed monthly in- 
come beginning at age 50 and as long 
thereafter as the widow should live? 
The answer will depend upon the 
number of years certain over which 
the company guarantees that some 
beneficiary will get these installments. 
With the children out of the picture, 
it will be advisable to guarantee these 
installments for a period of from one to 
five years, rather than, say, fifteen to 
twenty years. Assuming a five year 
basis to be adopted and depending 
upon the rate of the various compa- 
nies, $7,000 will produce approximately 
$40 per month. 

Thus, the insured faces his next 
purchase of life insurance with a clean- 
cut picture of what he needs and what 
it should be set to accomplish. In 
short, he needs approximately $10,000 
to $12,000 of life insurance to be added 
to the $7,000, which shall guarantee 
the life income to his widow. 

This case is taken as a simple and 
limited one to illustrate the plan 
discussed. It, of course, is incomplete 
in that no funds are provided for 
higher education. The family con- 
tinuation income of $200 per month 
outlined affords little opportunity for 
the higher education of the children. 
There are also other needs which often 
arise that this particular case does nol 
include. For example, an increasing 
number of fathers are appreciating the 
desirability of providing a life income 
for at least a small amount to daughters 
to protect them against ill-advised 
marriages, spinsterhood, ill health, etc. 
Others who are able to do so are pro- 
viding a small cash payment to sons 
when they attain the age of majority, 
or soon alter, with a somewhat larger 
payment at age 25 or 30 designed to 
establish them in business or profession. 

A serious question which contronts 
an insured contemplating such a plan 
is, ““‘Whom shall I select as the trustee 
of my life insurance proceeds? Shall 
it be the trust company or the insur- 
ance company?” ‘The answer to thal 
question will depend very largely on 
each individual case. By and large, 


there is not a great deal of argument in 
the favor of either. Assuming a strong, 
able and sympathetic trust company 
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and the same type of insurance com- 
pany, the benefits each can offer are 
very similar. 

In order to arrive at any sound con- 
clusion involving a given case, the 
following analysis of specific arguments 
pro and con -between the two institu- 
tions are well worth consideration. 
The suggestion is that the services to 
be rendered by the two institutions be 
analyzed and tested on the following 
specific points: 

Safety of Principal—Which of the 
two guarantees the greater mar- 
gin of safety? On this point the 
arguments are undoubtedly 
largely in favor of the insurance 
company. With practically all 
life insurance companies, the in- 
dividual trust funds under sepa- 
rate policies are mingled with the 
company’s assets rather than 
maintained as a separate and 
distinct trust fund. Instead, 
therefore, of each trust fund 
standing or falling upon the wis- 
dom of its particular investment, 
all the company’s assets and all 
the trust funds are commingled 
and invested generally. By this 
means, a very wide diversifica- 
tion of investment with all its 
values is obtained. Each invest- 
ment together with all others is 
backed by all the company’s 
assets. In addition the insurance 
companies without exception, so 
far as the writer knows, guarantee 
that every dollar of principal 
and a minimum rate of interest 
shall be paid. This guarantee 
must be met so long as the com- 
pany is solvent. The rate of 
return commonly guaranteed by 
modern insurance companies var- 
ies from 3 to 3% per cent, and 
practically all the leading insur- 
ance companies are paying 
bonuses over and above the guar- 
antee figure, the amount of this 
bonus depending upon the company’s 
experience with its own investments. 
This interest return is usually the same 
rate as the company’s premium divi- 
dend return. Most companies are pay- 
ing in the neighborhood of from 4% to 
D) per cent and have done so for some 
years. The trust company is required 
by law to keep each trust fund separate 
and distinct. Hence, each fund must 
stand or fall upon its own feet. The 
result to that fund will depend upon 
the wisdom and care with which it is 
invested. With a strong reliable trust 
company, a very high degree of safety 
exists. Yet in the last analysis the 
fact must be faced that neither the 
principal nor income of the trust is 
guaranteed. The writer knows of only 
two or three instances in which trust 
companies in the United States make 
such guarantee. 

Rate of Return—The next logical 


point of comparison between the two 
institutions is the rate of return which 
one can reasonably expect from funds 
left in their custody. Due largely to 
the restrictions on insurance com- 
panies in the United States as to the 
type of investment which they can 
make, the return is very likely to be 
less than from a bank or trust company 
whose restrictions are less stringent. 
As stated above the usual guarantee 
is 3 to 3% per cent and the present 
additional earnings increase this 
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guarantee to 4% or 5 per cent. 

On the other hand, a recent study 
of the American Bankers Association 
discloses that the average return of a 
large number of trust companies to the 
beneficiaries of their trust funds was 
5.67 per cent. On the question, there- 
fore, of the rate of return, the argu- 
ments are in favor of the trust company. 

Enhancement or Depreciation of 
Principal—There is absolutely no 
chance for an increase in the principal 
of life insurance proceeds left with the 
insurance companies. 


ON the other hand, the trust com- 

pany by favorable investments may 
possibly increase the principal of the 
fund materially. Trust funds in the 
last few years of favorable investment 
conditions prior to 1930 have been 
known to increase very substantially 
in certain cases. As pointed out above, 
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however, there is the ever present, 
though perhaps remote, possibility that 
due to unfavorable investments a 
particular trust fund might lose a part 
or all of the principal since the trust 
company does not guarantee that the 
original principal fund shall eventually 
be paid. Under the law the trust 
company is liable only for negligence 
or lack of diligence. Errors in judg- 
ment which result in a loss to the trust 
fund do not result in any liability on 
the part of the trust company, assum- 
ing no negligence or lack of dili- 
gence involved. 

Cost of Administration —The 
insurance companies make no 
charge whatever for handling 
the proceeds of its contracts, 
except that the general overhead 
of the company results in part 
from the cost of administering 
the trust funds and this indi- 
rectly determines to a slight 
degree the excess interest which 
the company is able to pay. 

The charge of banks and trust 
companies varies in different 
localities, depending upon the 
practice or the law in that state. 
The trust companies in New 
York state have generally 
adopted the statutory rate allow- 
able to testamentary trustees 
and executors. These rates are 
higher than those collected by 
trust companies throughout the 
United States, so far as the 
writer’s knowledge goes. Perhaps 
the commonest rate of charge is 
5 per cent of the annual income 
only. Taken as a whole, the 
rate varies from a minimum of 
3 per cent of income to one of 
5 per cent of income plus a charge 
against the principal varying 
from 2 to 5 per cent, depending 
upon the amount of the trust 
fund. It should be kept in mind 
that the rate of return mentioned 
above is net to the beneficiaries after 
deducting the trust company’s charge. 

Discretion and Flexibility —By reason 
of its organization and facilities the 
trust company, if the trust agreement 
so provides, can exercise its discretion, 
paying greater or lesser sums upon the 
occurrence of unforeseen contingencies 
and emergencies. This results in a 
flexible plan which can be adjusted to 
future circumstances of the _ bene- 
ficiaries. 

On the contrary, the insurance com- 
pany options provide almost exclu- 
sively for a definite and set plan of in- 
stallment. Practically no discretion is 
exercised by the insurance company. 
Definite sums must be paid to definite 
beneficiaries on the occurrence of 
definite events. Such provisions as 
“in case of illness or emergency” or 
‘sums necessary for the comfort and 
support of said beneficiaries’’ cannot 
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be incorporated in insurance company 
agreements. Practically the only devi- 
ation is the use of the withdrawal 
privilege whereby certain beneficiaries 
may withdraw certain sums at stated 
intervals or events. It is not intended, 
however, to give the impression that 
the insurance company settlement 
agreements are so stereotyped as to 
prevent their adaptability to the great 
majority of family circumstances. 
There are few cases in which the in- 
sured, with the advice of a capable 
life underwriter, cannot work out a 
plan for payment of his proceeds so as 
to result in a thoroughly sound and 
advisable set-up for his family’s future. 

Advice and Counsel to Beneficiaries — 
The insurance company can _ give 
practically no advice and counsel to 
beneficiaries, chiefly by reason of the 
fact that such beneficiaries are scat- 
tered throughout the country and even 
foreign countries. 

One of the very material advantages 
of the trust company agreement is that 
the trust company is in a position to 
advise and counsel beneficiaries at all 
times, not only upon matters connected 
with the trust but personal problems 
of the beneficiaries as well. The bene- 
fit of this service depends entirely upon 
the ability and attitude of the particu- 
lar trust company. 

Depreciation in the Purchase Power 
of the Dollar — For generations the more 

‘or less constant tendency has been for 

the dollar to buy decreasing amounts 
of commodities. This trend is very 
apt to be accompanied by a higher 
return from the dollar invested in 
industry. The insurance companies 
receive dollars in payment of premiums 
and under their settlement options 
they agree to pay in dollars. In other 
words, the insurance company never 
pays to beneficiaries more dollars of 
the principal than the face amount on 
the life of the insured. If these dollars 
buy less and less of commodities, the 
beneficiary shall lose it. This fact is 
offset to a slight degree, of course, by 
the possibility of the insurance com- 
pany paying a bonus over and above 
the guaranteed rate of return. 

With a bank or trust company, the 
trust fund is apt to produce a larger 
number of dollars if the purchase 
power of the dollar depreciates be- 
cause, as this depreciation occurs, the 
trust fund dollars invested in industry 
will tend to realize a higher and higher 
return. Of course, the time may come 


On 


HE majority stockholder of a 
Michigan bank made a will direct- 
ing that after his departure the bank 
should be carried on along certain lines, 
and that his stock should be voted in a 


when the purchase power of the dollar 
will increase, in which case the bene- 
ficiaries under the settlement options 
of the insurance company will be in a 
more favorable position than under 
the bank or trust company agreements, 
since the tendency would probably be 
that as the purchase power of the 
dollar increased, the return from the 
dollar invested in industry would 
probably decrease. 

Nothing stated herein should be 
considered as a brief either for the in- 
surance company or for the trust 
company. The trust services rendered 
by both are a very valuable supple- 
ment to the basic purpose of life 
insurance. In all frankness, it should 
be stated that practically all the 
insurance companies would prefer not 
to handle any of the proceeds of their 
policies as trustees. They do so for 
two reasons: first, to enhance the bene- 
fit which life insurance may render to 
beneficiaries; and, second, to increase 
the attractiveness thereby of life 
insurance to prospective purchasers. 


S° far, the question as to who should 
handle one’s life insurance proceeds 
has not been categorically answered, 


nor indeed can it be so answered 
advisedly. As already stated, the 
choice of the trustee will depend 


largely on the circumstances involved 
in the given case. There is little doubt, 


. however, that the great majority of 


cases can be best handled through the 
settlement options of the insurance 
companies. The average person has 
only enough insurance to guarantee 
the minimum necessities of life, in- 
cluding education for his children. 
That being the case, the safety of the 
trust fund becomes paramount and 
there is no doubt that the insurance 
company, by reason of its financial 
strength, its guarantee of principal, 
and a minimum rate of return, its 
conservative tendencies, and the strin- 
gent restrictions placed by the various 
states upon its investments, offers 
perhaps the safest investment in 
America today short of a government 
bond. 

All references to insurance com- 
panies throughout this article are only 
to those old line companies whose 
stability and integrity have been 
proven over a long term of years. 

It is a generally accepted invest- 
ment principle that one should first 
acquire and invest a sufficient amount 
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of property in gilt-edged investments, 
such as first mortgages, bonds, savings 
accounts, building and loan associa- 
tions, and other first rate investments. 
Having so acquired and invested a 
sufficient amount to guarantee against 
a severe loss and thus insure at least 
the necessities of life, it may become 
excusable or even advisable to invest 
a part of any additional wealth acquired 
in more speculative investments which 
promise an appreciation in value or a 
higher return. If this doctrine is sound 
for the living investor, it ought to be 
sound for the investment of his estate 
at his death. As between the insur- 
ance company and the trust company, 
there is little doubt that the insurance 
company settlement options offer a 
so-called “bond investment” whereas 
the trust company services more 
nearly approach the so-called ‘“‘stock 
investment.” 

Assuming an insured with a surplus 
of life insurance over and above the 
amount required to insure to his family 
through the settlement options of the 
insurance company the minimum com- 
forts which he desires, it would be well 
worth while in such cases for the 
insured to consider two trust funds — 
one with the insurance company pro- 
viding an income sufficient to guaran- 
tee the minimum necessities of life and 
the balance with a trust company. 
An analogous case is to consider the 
trusteeing of his life insurance with the 
insurance company and his other 
property with a trust company through 
a trust created under his will. This 
combination of trusts affords to his 
estate the possibility of a _ well- 
balanced investment plan —that is, a 
proportion invested in what corre- 
sponds to first mortgage bonds and 
other gilt-edged investments, and the 
balance in what more nearly corre- 
sponds to a more speculative invest- 
ment. By a speculative investment, 
it is not intended to imply any so- 
called speculative or risky tendency 
on the part of the trust companies. 
Any trust company worthy to handle 
the insured’s funds, whether insurance 
or other property, is certainly going to 
invest those funds only in_ highly 
desirable investments. The two terms 
are used only to distinguish between 
the basic types of investments. The 
record of the trust companies to date 
in this country on the care and custody 
of funds left with them is a very 
enviable one. 


Creating a Voting Trust 


certain way. The question was whether 
the will was legal, and the Supreme 
Court of that state ruled that the at- 
tempt of the will to create a voting 
trust was contrary to public policy and 


void. However, in similar cases tried 
in the courts in the state of New York, 
decisions have arrived at the opposite 
conclusion. 


—M. L. Hayward. 
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HAT PRICE SERVICE? 


With “Measured Service” at a “Mar- 
ket” Price As a Real Solution of 
the Unprofitable Account Problem 


HE subject of ‘‘Unprofit- 

able Bank Accounts” is 

receiving more attention 
from the banking fraternity at 
the present time than any 
other aspect of the banking 
business. Banks have come to 
an almost universal recogni- 
tion of the fact that unwise 
competition has led to prac- 
tices that are making serious 
inroads into bank earnings. 
And these unwise practices 
are not limited to the develop- 
ment of freak services, utterly 
foreign to the generally recog- 
nized functions of banking, 
costly as these have proven, 
but also involve a departure 
from sound business principles 
in connection with the basis 
upon which even usual bank- 
ing services are offered to the 
public. 

For years banks expended 
money freely in advertising 
campaigns for the purpose of 
educating people to deposit 
their funds in banks and to 
pay their obligations with 
checks drawn against these 
funds. Much emphasis was 
laid on the safety of this prac- 
tice, the value of the permanent record 
of the transactions which resulted and 
the tremendous advantage of having a 
voucher for every disbursement. The 
success of these efforts towards educat- 
ing the public in the use of checking 
accounts has probably exceeded the 
most sanguine expectations. It is esti- 
mated that today 95 per cent of all 
exchanges are effected by means of 
bank checks. Every “Tom, Dick and 
Harry,” regardless of position in life or 
financial status, has a checking account. 
It is not at all surprising that the public, 
generally, has taken for granted that 
this is a bank service to which they are 
entitled as a sort of perquisite. They 
have every reason to assume that banks 
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are able to make a profit from commer- 
cial accounts and that the more such 
accounts they are able to attract, the 
greater these profits will be. In fact, 
the common attitude of the depositor, 
regardless of the size of his account, is 
that he is conferring a favor upon the 
bank with which he chooses to do 
business. 


NLY in the past few years have 

banks paid much attention to the 
subjects of cost accounting and account 
analysis. Perhaps one reason for so 
little progress in developing standard- 
ized procedures under these two cap- 
tions has been that the two subjects 
have not been considered independ- 


ently. The purpose of cost 
accounting, of course, is to 
determine the actual cost to 
the bank of its various opera- 
tions and services to customers 
—as, for example, the cost of 
handling checks deposited or 
checks drawn against ac- 
counts. The purpose of ac- 
count analysis is to determine 
whether or not a given account, 
after having been given credit 
for the income on its contribu- 
tion to the loanable funds of 
the bank, and having been 
charged with services used, 
shows a profit or a loss. 

In the absence of standard- 
ized procedure for cost ac- 
counting as applied to the 
banking business, it was inevi- 
table that wide discrepancies 
would be disclosed as to the 
cost of the various banking 
services. On the other hand, 
from the customer’s stand- 
point, the service one bank 
renders its customers in con- 
nection with all ordinary trans- 
actions is as good as that of 
any other bank. In other 
words, banking service has 
come to be recognized as a 
“staple commodity” and necessarily 
must be sold to the public at a uniform 
price. Therefore, regardless of any 
variations in cost figures due either to 
differences in theories of cost account- 
ing or actual differences in management 
efficiency, it becomes highly important 
that banks accept a uniform price 
schedule for banking services. 

“Services,” like commodities, are 
worth what you can get for them, 
‘“‘what the traffic will bear,’’ and there 
is no precedent in the business world 
for the apparent assumption that 
banking services, unlike other pro- 
fessional services, should be offered to 
the public at actual cost. In fact, even 
though every bank in the country 
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adopted exactly the same system of 
cost accounting, a wide variance in 
cost figures would be shown due to a 
corresponding variance in efficiency of 
management. The real value of cost 
accounting to banks is as a measure of 
efficiency and not as a basis for account 
analysis. In order that this value be 
realized, it is essential that a standard- 
ized procedure be developed and uni- 
versally adopted so that comparative 
figures will be available to operating 
officials. While it is undoubtedly true 
that the development of such a stand- 
ardized cost accounting system for 
banks is one of the most important 
problems in bank mechanics today, it 
is a problem for expert accountants to 
solve and does not come within the 
scope of this discussion. The thing we 
are interested in is “What Price 
Service” —what price is fair to the 
depositor and will afford a reasonable 
profit from the account to the effi- 
ciently operated bank—the amount 
of profit depending upon the degree of 
efficiency. 

Such a basis, so far as the handling 
of checks is concerned—and this 
represents the major item of bank 
service—has been suggested by the 
Bank Management Commission of the 
American Bankers Association. In 
its booklet, “Studies in Operating 
Costs, Account Analysis and Service 
-Charges,” is the statement: ‘The 
outside limit of this cost (cost of 
handling checks) may be fixed at three 
cents per item with the assur- 
ance that that figure will amply cover 
all costs.”” Within recent years there 
has sprung into being a number of 
firms whose business it is to make 
expert analyses of banks. Fortified as 
these firms are with a vast amount of 
comparative data collected in their 
surveys of banks all over the country, 
their work has been a real contribution 
to the solution of this problem. The 
“Schedule of Service Prices” which 
appears later in this article is an 
average of those used in account 
analysis by some of the larger banks 
in the country and conforms with the 
most reliable data available. While 
arbitrary, it does, in the opinion of the 
writer, accomplish the double objective 
of being fair to the depositor and 
affording a margin as a reward for 
efficiency. 

Banking sometimes is referred to as 
the business of buying and selling 
money. Insofar as the receiving of 
money for deposit and the re-invest- 
ment of that money in loans and secu- 
rities is analogous to merchandising, 
the price that a bank pays for its stock 
in trade —money —consists of two forms 
of compensation: 

(a) Cash in the form of interest on 
daily balances. 

(b) Services. 

Either by clearing house regulation 


or by the operation of the law of supply 
and demand, the first of these two 
factors in the price which banks pay 
for deposits has been brought to a 
fairly uniform and standardized basis. 
The present problem is—in so far as 
practicable —to establish an equally 
uniform and standardized basis for 
controlling the other factor—the 
amount of service which banks should 
rightfully render to depositors as a 
compensation for the use of their 
money. 


UP to the present time no general 

effort has been made to control or 
regulate this matter of compensation 
for deposits by services other than the 
service charge —usually fifty cents or 
one dollar per month, levied only 
against accounts averaging below a 
certain minimum balance. This, of 
course, is entirely inadequate as a real 
solution of the problem. It scarcely 
scratches the surface. There can be 
no difference of opinion that the amount 
of free services rendered to a customer, 
should vary with the size of his account. 
In actual practice frequently the 
reverse is true, some comparatively 
small accounts enjoying a very sub- 
stantial amount of free service and 
larger accounts very little. This in- 
consistence exists to a far greater 
degree in connection with accounts 
that are not eligible for interest. In 
interest accounts the matter of activity 
costs becomes a factor in the interest 
arrangement, being offset either by a 
free balance or by an adjustment in 
the rate of interest paid. While this 
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method of control is far from being 
100 per cent satisfactory, it is better 
than nothing. 

Obviously, any compensation to the 
owners of non-interest accounts for 
the use of their money must be in the 
form of services. If we accept the inter- 
est rate paid on interest accounts as a 
fair price for the loanable funds they 
contribute to the bank, then the equivalent 
of this amount in services will be a fair 
price for the loanable funds in a demand 
deposit that is not eligible for interest. 
‘“Loanable Funds” are assumed to be 
collected funds less the legal reserves 
which must be maintained against the 
deposit, and it is sound practice to 
compute interest only on loanable 
funds. This was recognized by the 
Detroit Clearing House Association in 
its recent ruling governing the pay- 
ment of interest. This ruling provides 
that interest may not be paid on 
demand deposits averaging under 
$5,000 in daily collected balances; that 
interest may not be paid in excess of 2 
per cent per annum and that it must 
be computed on collected balances 
after deducting the 10 per cent reserve 


which must be maintained at the 
Federal Reserve Bank against the 
deposit. 


The situation in Detroit will serve 
as an excellent vehicle to illustrate a 
practical application of this basis for 
determining the amount for free serv- 
ices that constitutes a fair price for 
deposits as explained in the preceding 
paragraph. In Detroit, under the 
terms of the Clearing House regulation, 
for every thousand dollars of collected 
funds in an interest bearing demand 
account, interest may be paid at the 
rate of 2 per cent on $900, or $18 per 
year. This gives us a standard price 
for demand money of $1.50 per thou- 
sand per month, and on the same basis, 
non-interest accounts should receive 
$1.50 per thousand per month value 
in “free” service and should be charged 
with the market price for any services 
used in excess of that amount. This 
would require the adoption of the 
following: 


Schedule of Service Charges 


(1) All demand accounts, subject to 
check, which average less than $500 daily 
collected balances shall be charged with 
services rendered—minimum charge $1. 


(2) All demand accounts, subject to 
check, which average between $500 and 
$999 daily collected balances shall be 
charged with services rendered in excess of 
75 cents. 


2 eee: between $1,000 and $1,999 
—services in excess of $1.50. 

) eee between $2,000 and $2,999 
—-services in excess of $3.00. 

ere between $3,000 and $3,999 
—services in excess of $4.50. 

ae between $4,000 and $4,999 


—services in excess of $6.00. 


In computing the value of services 
(Continued on page 41) 
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Over the Hard Times 


How a Boston Bank is Making 
Friends and Business With the 
Home Budget and School Savings 


cBy Fred B. Barton 


UDGETS and school savings have 
B little in common. There’s no 
connection between them, in 
fact, except that both belong to the 
good will services a bank sometimes 
offers its public. Either one is likely to 
be a lot of work. Work and no profit. 
Yet possibly the last word has not 
yet been said about either one of them. 
Perhaps now is as good a time as any 
to cite the case of a bank that found its 
budget department plenty busy and 
extremely useful right in the year of 
grace 1930. 

It’s the Home Savings Bank of 
Boston. 

“We don’t use the word ‘budget’ 
very much, because it came to have a 
black eye,” smiles Miss Mary E. 
Curley, head of the service department 
of the Home Savings Bank. 

“Part of the opprobrium that at- 
tached to the word budget was due to 
its suggestion of strictness and disci- 
pline. It was as ironclad as a strait- 
jacket and about as comfortable to 
wear. It attempted to tell a person 
that he couldn’t pay more than 10 
per cent for food or rent, and some 
people didn’t like that. 

“Then too the budget idea was 
spoiled by those who sought to exploit 
it for their own selfish ends. The idea 
is a splendid one—practically every 
business plans its expenditures in ad- 
vance; but even in business houses 
you have to be careful not to let the 
advertising department have more 
than its share or the janitor’s depart- 
ment spend all your profits on new 
brooms. A budget needs to be set up 
by an open-minded and disinterested 
person. 

_ “That was just the trouble. The 
insurance companies volunteered to 
Start many of their friends and policy- 
holders on a savings program that 
would make them happy and inde- 
pendent. But they established too 


liberal percentage for insurance! The 
result was that other branches of a 
man’s life suffered and many a man 
found himself insurance-poor. 

“The department stores likewise 
offered free budget advice, but their 
help too was tinged with selfishness. 
They led a man to believe he should 
spend liberally on new furniture and 
home improvements. A budget should 
exist to benefit only one person —the 
man who is paying the bills. 

“Our success in putting people on a 
budget lies in the fact that we have no 
axe to grind. We start with no pre- 
conceived ideas of what a man should 
do or could do. 
otyped formulas to which he must ad- 
here. All we try to do is to arrange a 
man’s expenditures so as to provide 
for necessary comforts, meet his defi- 
nite expenses, and be sufficiently rea- 
sonable so that he finds the task a joy 
rather than a hardship. 

“To get away from the unpleasant- 
ness altogether, we dropped the word 
budget. Instead we say ‘let us help 
you with your financial ills.’ That’s 
more definite, anyway.”’ 


OU might think this a difficult serv- 

ice to “‘sell’? to a bank’s customers, 
but not so. One customer recom- 
mends another. People drop in and 
supply the necessary information. Or, 
even more frequently, men write in 
and ask for financial advice. 

“We encourage them to write,” 
explains Miss Curley. “‘“Somehow men 
seem less embarrassed to write their 
troubles than to talk them. Besides, 
we are so cramped for space in our 
present banking quarters that we 
can’t give proper facilities for face-to- 
face interviews.” 

What kind of people ask for advice 
on how to live within their means? 
All kinds! 

‘“We give help to people who find it 


We have no stere- 
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hard to live on $40 a week, and to others 
who find it even harder to pay their 
bills on $100 a week,” says Miss 
Curley. ‘“The size of the income is no 
assurance that one is on Easy Street. 
Rather, as one’s income increases, the 
demands made upon one mount so 
tremendously that many people with 
generous salaries long for the simple 
days ‘when they could live and save 
money on $75 a month—$18 or so a 
week. 

“Lots of men come to us for help to 
get out of debt. We talk with them 
and get a list of their necessary ex- 
penditures. We show them, as best . 
we can, where they can cut a corner 
without feeling it. We show them how 
to stop making new debts and how to 
begin paying off the old ones. 

“Without being too exacting, or 
expecting the impossible, we try to get 
a man started saving money right from 
the beginning, even if it is only $5 or 
$10 a month. We feel that if all his 
efforts are going into just breaking 
even with the world, he isn’t setting 
up a reserve fund for an emergency. 
So we emphasize the savings habit at 
once. It’s a real satisfaction to a 
man who never saved to get a little 
bank account and watch it grow! 

“Although we don’t employ hard 
and fast formulas, we have been able 
to create some forms that are specially 
useful to us. Right now we are print- 
ing up monthly forms in colors, in 
keeping with the pink dishpan and the 
rose-colored coffee pot and other col- 
ored things that have crept into the 
home lately. These forms are for 
separate months and will be filled out 
so as to provide for coal in winter and 
vacation in summer and insurance 
whenever it comes due. The forms 
will be punched so they can slip into a 
loose-leaf book and become a useful 
part of the family’s library. 

“There’s another paper we make 
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use of, and that’s a depreciation chart 
for an automobile. We believe in a 
man owning a car, if he can afford it; 
but we find dozens of men who have 
no idea what it costs to be a car owner. 
If a man does own a car he ought to 
leave himself sufficient income so he 
can use it, because the car depreciates 
almost as fast whether it is used or not. 

“This item of depreciation never 
occurs to some people. Many a man 
finds his car is depreciated to an un- 
profitable point before he has finished 
paying for it. Or maybe he finds he is 
wiser to own a cheaper car and drive 
it harder. That gives him and his 


family more enjoyment, and is a better 
thing for business all around. It means 
he can buy more gas, take his family 
to more places, and contribute his 
share to prosperity —when the car is 
paid for and he has money in hand. 

‘Much of the country’s recent de- 
pression was due to the fact that 
people had no reserve fund. We en- 
courage a man to save up toward his 
nextcar. If he has the car paid for and 
$500 in the bank, he can make a good 
trade on his next car. It’s a healthier 
condition all around. 

‘**Moreover, inculcating the savings 
habit in a man means that he can 
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continue his standard of living even 
if unemployed for a time. That is 
important, too, because one man out 
of work affects four men—he can’t 
buy shoes or hats or new cars or send 
the children to school if he is unem- 
ployed. Any agency that helps to 
guard against unemployment and lay- 
offs helps business as a whole, as well 
as the individual involved.” 

Of the men who write in for financial 
help, there are many who make a good 
living but wonder where it all goes. 
An executive of a nationally known 
firm confessed frankly that he couldn’t 
live within his means. The bank 

(Continued on page 38) 





What Motivates the Savings ? 


cBy R. L. Groves 


Society for Savings, Cleveland 





HAT is the fundamental motive 
Savings account? 
Is it fear? 

Aboriginal man stored food, clothes and _ fuel 
against the winter for fear he could not then supply 
his wants. The pioneer farmer did the same. Even 
today the old habit of winter storage survives on 
the farm to a very considerable extent 

What is the savings bank but a modern device 
for storage of today’s surplus against the need that 
we fear may arise tomorrow? , 

The parent opens an account for his newly- 
arrived child, especially if it is the first arrival. He 
fears that fate might bring to the child some evil 
which a savings account might prevent; perhaps 
that he may not be living or financially able to pro- 
vide for the child's education and that a savings 
account will take care of that need. If he is an 
exceptional parent, perhaps he really does build up 
a substantial account for the child before time dulls 
his fear. Perhaps he takes out an educational in- 
surance policy as additional protection. 

Youth has no financial fears and it does not open 
Savings accounts to any important extent. The 
really valuable accounts in any savings bank are 
those opened between the ages of about twenty-five, 
when responsibilities and earning power really begin, 
and fifty, when earning power and initiative begin 
to fail. 

Consider your customer at twenty-five: If aman, 
he is probably about to be married. He faces the 
heavy responsibilities of establishing and maintain- 
ing a home. He has wife and children to support. 
How can any man of ordinary circumstances and 
normal sensibilities escape the fear that through 
misfortune he may fail in that responsibility? 

A woman at twenty-five, if married, has similar 
responsibilities, similar fears for the future. If she 


back of a 


is not married, she begins to fear that she will not be 
and to wonder how she is going to provide for her 
independent existence. 

At fifty, a man or woman has reached a now-or- 
never age. Fear of dependent old age may bring 
them belatedly to the savings bank and stimulate 
them to carry real accounts. 

At any age, what impels a person to save and 
spend for some definite object—a new house, an 
automobile, a trip around the world? Isn't it that 
the Joneses have these things and one fears to fall 
behind the procession? Isn't it fear of being thought 
ridiculous or stingy that drives us to buy new clothes 
when the old ones would, if necessary, serve some 
time longer. 

What is it but a wave of fear generated by falling 
stock markets, industrial depression, and unemploy- 
ment that is causing such an increase of deposits 
and depositors in the savings banks of the country 
right now? 

If, from the mixture of motives that animate 
mankind, we can analyze out the one dominant 
motive that is responsible for bringing men and 
women into the savings bank, haven't we simplified 
its advertising very considerably? 

Not that savings advertising should adopt the 
stark figures of terror that fire insurance advertising 
uses. But we have used the dangers of fire, burglary 
and accidental loss—the fear motive—realistically 
enough in safe-deposit advertising. The fear of the 
father for what the unknown future may bring to 
wife and children has been played upon vividly 
enough in trust advertising. But savings advertis- 
ing has inclined to sugar-coated nothings. 

Would it not gain in effectiveness if it dealt more 
frankly with this old, dominant and enduring human 
motive which began with Adam and will last until 
the millennium? 
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rust Business 


— By Solicitation 


How to Select and How to Pay the 
Right Type of Solicitor — Based 


On Experience 


in 50,000 Calls 


By W. Tresckow 


Assistant Vice-President, Central Hanover Bank and Trust Company, 
New York City 








This is the first of a series of articles by 
Mr. Tresckow on the solicitation of trust 
business. Forthcoming installments will deal 
with the methods for determining the correct 
cost and future worth of the business to be 
obtained and will map the market for trust 


business available to the various classes of 


banks.—The Editor. 








ARLY in this last decade there 
bloomed into full activity the 
experimental efforts that had 

been made in Detroit in the develop- 
ment of the trust business —the same 
development which took place in the 
commercial banking business in the 
preceding decade —the solicitation of 
business by salesmen. 

It is natural that this development 
should have started in Detroit because 
there trust companies were restricted 
to the trust business —they conducted 
no banking business except the accept- 
ance of certificates of deposit. Natu- 
rally here would be felt first the neces- 
sity and desirability of increasing the 
profits of the business systematically 
because the dividends, largely or alto- 
gether, depended on fiduciary activi- 
ties. The trust department was not 
merely an additional source of profits 
gradually developed by an attorney or 
group of attorneys, but the main 
source of income and operated by 
business men, only some of whom had 
legal training. 

The question of whether or not 
solicitation was ethical, arose in the 
commercial banking business, as it has 
arisen in almost every other business, 
as it has arisen in the trust business. 
In the trust business, it was debated 
more vigorously because the guiding 
heads of most trust departments were 
former attorneys who brought with 


them the code of ethics of the legal 
profession, which specifically condemns 
the direct solicitation of business. Yet 
up to today we have not witnessed the 
abandonment of a single effort at trust 
solicitation because of its failure for 
ethical reasons. The most accurate in- 
formation available shows that about 
200 banks and trust companies, of a 
possible 2,500 engaged in the trust 
business in the United States, are inter- 
ested in or actively soliciting trust 
business at the present time. 

The movement has grown to the 
proportions of an inseparable part of 
the trust business. Advertising and 
solicitation have achieved the following 
results in but one of the aspects of the 
trust business where they have made 
themselves felt. Appointments under 
wills reported for: 


Ce were 5,899 
re were 7,878 
1925 . were 12,926 
NC rig: Sher 5.5 . were 19,128 
DS he ce SN acd were 29,814 
ere were 44,375 
BO va ie es were 60,036 
These figures, presented by the 


American Bankers Association, do not 
even tell the full story, because they do 
not include reports from all the insti- 
tutions in this country. They record, 
however, decisive public approval —ex- 
perience covering more than 50,000 
calls over a period of seven years on 
more than 9,000 persons of whom 
fewer than 25 objected to the method 
of solicitation and many hundreds 
commended it by persuading their 
friends to listen to the same story that 
they had heard. 

It is evident from all this that we 
may conclude that solicitation is here 
to stay and that taken as a whole it 
has been a success. 
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The men to be used: There is and has 
been a great difference of opinion as to 
the type of man to be used for solicita- 
tion. There are two definitions of the 
word salesman —one is “a person set 
aside for, or whose sole duty is, the 
expansion of the business’’; the other 
is “‘an individual who understands and 
has experience in the art or profession 
of salesmanship or selling.” 

What happened in the trust business 
was that persons were set aside whose 
sole interest was the expansion of the 
business, but they had had little or no 
experience or success in selling. This 
was not thought necessary or desirable 
because it seemed that the problem 
called for attorneys, or at least legal or 
bank training. As a consequence we 
witnessed a great accession of not very 
successful attorneys, or persons of legal 
experience, or persons who had not yet 
found their niche in the ranks of those 
then called trust representatives. This 
was due to the fact that fundamentally 
banking and selling had had little in 
common and knew little of each other. 
Basically, banking and the trust busi- 
ness are concerned with the keeping of 
the portion of the wealth of the com- 
munity entrusted to them, whereas 
selling, basically, is an effort toward 
the creation of new wealth. 

Today the most successful companies 
in the field would not think of using 
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any but men who have had experience 
in selling. Viewing the field as a 
whole, the organizations that have em- 
ployed men who have had sales experi- 
ence have produced their business at 
about half the cost. In isolated in- 
stances we have had much lower pro- 
duction cost of business than even this. 
The organizations that have gone the 
furthest have looked on the problem of 
increasing their trust business as a 
sales problem to be met by men ex- 
perienced in that direction. 


“THE great majority of individuals 
who have been successful have had 
a background of sales experience. It is 
exceptional for a former attorney to 
become outstandingly successful in 
selling, and even more so for a former 
administrative employee. Things seem 
to point pretty definitely to the experi- 
enced salesman as the best man to do 
the soliciting or selling of trust services, 
rather than the man who has had bank 
or legal experience and background. It 
seems to be much easier to teach sales- 
men what they need to know of the 
trust business than it is to make sales- 
men out of trust men. The latter course 
is especially difficult because there is 
rarely anyone in the bank who has any 
technical knowledge of selling. Itisa 
well known fact that 90 per cent of our 
salesmen are less than forty years of 
age. Most of the selling is done by the 
‘ younger generation. This seems also 
to be the case in the trust business. 
The age of the men who are doing the 
trust selling runs from the early 
twenties to the early forties. 

The most successful are those be- 
tween twenty-seven and forty years of 
age, with the man over thirty-five the 
exception rather than the rule. It is 
quite noticeable that salespeople 
younger than twenty-seven are rarely 
great successes. Apparently, they lack 
the experience or tact to deal with the 
problems of older people, and at the 
present time it is a problem of selling 
older people. Right now the average 
age of the trust prospect all over the 
country is somewhere between forty- 
five and fifty years. 

All this seems to indicate that the 
early fears that young men could not 
talk to older men about their property 
and family problems were unwarranted, 
provided that the young men knew 
what they were talking about. As a 
matter of economy many banks have 
employed men younger than twenty- 
seven, but this policy has rarely pro- 
duced more than very ordinary results. 
In the employment of any man, two 
things have to be taken into considera- 
tion —his physical age and his mental 
age —and frequently there is a good 
deal of difference between the two. It 
is always preferable in the employment 
of salesmen, especially with younger 
men, to get the man who has progressed 


mentally beyond his physical years. 

The experience of the last decade 
indicates, therefore, that the public 
approves of trust solicitation, that it 
has been successful from the stand- 
point of the banks, and that it has been 
most successfully done by men who had 
no other duties in the bank, had a 
background of sales experience, and 
were between twenty-seven and forty 
years old. 

The employment of salesmen to de- 
velop the trust business brought all the 
problems of management concomitant 
to any business. 

Once the decision had been made 
that someone was to be employed to 


Mr. Tresckow 


obtain trust business for the bank or 
trust company, two definite paths were 
followed. One path was to look around 
for a “suitable man.” There existed 
only the haziest ideas as to what the 
qualifications of this man were to be. 
It was a search in no particular direc- 
tion or place for an indefinite individual 
of no very definite characteristics or 
experience. The result, usually, was 
the employment of someone from the 
office of the bank’s counsel, or the 
relative of a high official or customer 
who had to be “taken care of’ —at a 
salary that was no larger than a “cer- 
tain individual’ and ranging from 
$1,500, up. 

The other path led to a definite 
decision that a salesman was to be em- 
ployed. This brought better results in 
a very much shorter time. The reason 
for this is that the average good sales- 
man has a definitely known and recog- 
nized market value of anywhere from 
$3,500 to $6,500 per year throughout 
industry and commerce, depending on 
the locality and the business. Further, 
he is part of a well recognized group in 
the community and there are very 
specific places to look for him. The 
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latter course was not very frequently 
followed and it met a great deal of 
opposition, despite the fact that from 
the beginning it proved itself far 
superior to any other method. 

The first trust solicitors in Detroit 
received from $3,000 to $5,000 per year. 
In smaller cities remuneration was as 
low as $1,500. Gradually during the 
years, the scale of compensation 
widened until at the present time good 
men in the larger cities receive up to 
$7,500. Only in isolated instances is 
the pay higher than that. A good many 
banks, for economy, have employed 
men who can earn only $1,500 to 
$3,000, an inferior type, if he is a sales- 
man who either is too young or cannot 
earn any more. This has had a curious 
reaction. He brings back all sorts of 
promises, but does not produce very 
tangible results. People will see him 
if they think it politic, but people out- 
side the immediate circle of the bank’s 
customers will not tolerate him and he 
rarely gets any business from them. 
Because we cannot limit the develop- 
ment of the trust department to the 
customers of the bank, it is easy to see 
why some institutions that have em- 
ployed a superior type of man have 
been able to attract business from far 
beyond the sphere of their own cus- 
tomers. 

During the early part of the decade 
all remuneration was on a salary basis 
and the position was a tentative one. 
Since then a great deal of thought has 
been applied to evolve a satisfactory 
basis for a commission method of pay- 
ment. The thought behind this was 
that business and industry had found 
that a method of payment based on 
results showed the lowest sales cost. 
Consequently today 90 per cent of our 
salesmen work on other than a straight 
salary. Yet, in the absence of cost and 
profit figures in the trust business, only 
five banks remunerate their trust sales- 
men in such a way that their income is 
commensurate flexibly with the amount 
of business they produce. 


"THE great difficulty has been that 

banks tried to compensate trust 
salesmen on the same basis and in the 
same manner as all other bank employ- 
ees, and it is well known that in banks 
especially, increases of income are slow 
to keep pace with demonstrated ability. 
Banks objected to instituting two 
methods of compensation, especially if 
one of them was some form of com- 
mission, yet business as a whole has 
found it very satisfactory to do so. 
There is a continual effort to reduce 
the number of salesmen working on 
straight salary basis, because the nature 
of selling work is such that some form 
of compensation based on results is the 
only means available to control and 
stabilize selling cost. Most work in 
business and commerce is done under 


(Continued on page 42) 








—-o- .) SS =e SS es 


— beet 45 Oe tO. lO Ce 


Pa ee ae a ae 


Wwe 


m 


he 
n. 
p- 


he 


n- 
ve 


1S- 


de 
sis 
1e. 
Las 


y- 
yas 


on 
st. 
ur 
sht 
ind 
nly 
les- 
eis 
unt 


hat 
‘ust 
the 
oy- 
nks 
low 
ity. 
two 
y il 
om- 
has 
so. 
luce 
- on 
ture 
orm 
the 
and 
k in 
nder 


CLEARING HOUSE 


1a) ON is $60,000 


Mr. Clutchbill 
Turns Catty in 
the Interests 
of the Travel 
Department 


cBy Fred Copeland 


T has been unraveled from the 
ancient Greek that when any un- 
toward event threatened the city 

of Pedasus, the priestess of Athena 
there was liable to grow a beard. 

It is marvelous how the future is 
announced by signs. For a month 
Director Clutchbill of the Ferndale 
National Bank had been carrying a 
hen’s wishbone in his left-hand vest 
pocket. 

Summer had opened and seemingly 
swallowed the deposits of the bank. 
The villagers of Ferndale were drawing 
out their balances and buying from 
hand to mouth. 

Then without a honk of warning, 
$60,000 flew into the door of the 
Ferndale National and perched with 
a nervously jerking tail. Director 
Clutchbill had instantly seen that it 
was not one of those birds you can 
bring te bag with a tomahawk or 
musket. Far from it. Only a snare, 
a fine silken net, would take the game. 
But how to throw the net? Time was 
precious. 

It is important we first take a quick 
observation with Mr. Clutchbill of 
this peculiar $60,000 and its owner. 
The enchanted sum had been originally 
salted down in the fishing archipelago 
of Boston. Its present owner was 
Mrs. Amelia East, the widow of a wine 
merchant who had died of heart failure 
in 1918. Beset by an attack of hay 
fever, Mrs. East had come up into the 
mountains of Ferndale to snake off 
the malady at the home of her sister- 
in-law, a comfortable, brown-eyed 
widow, and one of the social gren- 
adiers of the village. 

Shortly after Mrs. East’s arrival a 
real estate deal had gone through and 
proceeds of $60,000 had been for- 
warded. Mrs. East allowed the Fern- 
dale National to collect and hold the 
funds until she could return and invest 
them with her bankers in Boston. 
About a week after the arrival of the 


HAROLoS 


Seventeen 






He executed a bow that spoke of candle-lit evenings, the stately grace of the 
plain quadrille and a dancing master who could point and glide like a courtier 


funds, the mountain air had fetched a 
cure in Mrs. East, a situation often 
peculiar to the disease, and the two 
ladies had decided suddenly to go to 
Europe, a trip they had often talked 
over in past summers. When this was 
announced, Director Clutchbill knew 
Mrs. East would never weigh anchor 
until the $60,000 was planted with the 
bankers in Boston she had known for a 
quarter of a century. 

“John,” Director Clutchbill had 
said to the bank’s cashier, “if you can 
think of any way to hold that $60,000, 
now is the time for you to step forward 
like a noble Roman and throw your 
spear.” 

“Shucks!’ John had jerked out 
sidewise from under an _ eye-shade, 
“she’s such atowncar . such a 
Queen Elizabeth model. If she was 
only like her sister-in-law, Clemie 
Sargent, I could sit down and chuckle 
her into leaving it. She likes dog 
though; I found that out. The lower 
I bow, the better she likes it.” 

*“Huh,” observed Mr. Clutchbill, 
hanging onto his goatee with one 
silent hand, “‘something may be made 
of that. Ill put on my state trousers 
and plug hat and make an excuse to 
call on the two ladies tonight.” 

When Mr. Clutchbill was introduced 
to Mrs. Amelia East that evening, he 
executed a bow that spoke of candle- 
lit evenings, the stately grace of the 
plain guadrille and a dancing master 
who could point and glide like a 
courtier. 

Mrs. East melted under its old-time 
grace; she realized it was faultless. 

““Clemie,” began the old gentleman 
in a neighborly way to Mrs. Sargent 
as he sat down in the parlor, “I’ve 
come over on an errand of mercy.” 


“Why, 
Sargent. 

“I want to take Heliotrope for you 
while you’re gone to Europe.” 

Heliotrope was Mrs. Sargent’s aged 
tomcat, so named from his light tiger 
shade which resembled faded purple. 

“Well, there, Aaron! you’ve taken 
a load off me this minute. That’s an- 
other thing settled. I’m almost crazy 
getting ready to go.” 

“Oh, our travel department down 
at the bank will smooth out any little 
thing that worries you,” hastened Mr. 
Clutchbill, thankful for a chance to 
bring in the bank’s name so gracefully. 

“Travel department! at the bank 
here in the village!” Mrs. East gave 
tongue with a half-smile and in the 
manner of one merely going over to 
open her house in Mayfair for the 
London season. 


Aaron!’ exclaimed Mrs. 


ME: Clutchbill had it on his mind to 

ask Mrs. East if she had ever been 
across before but it was answered for 
him. The doorbell rang and let in two 
female committee workers who in- 
stantly delivered themselves of an 
invitation to Mrs. East to give an 
address on London at the union meet- 
ing on Sunday evening. 

Mr. Clutchbill noticed how Mrs. 
East rippled all over as she got in gear 
to rise and accept. To avoid the com- 
ing chatter, the old gentleman seized 
upon the interruption gracefully to 
withdraw, and on the way home he 
carried one thought from the meeting; 
Mrs. East’s $60,000 was going to be 
the most difficult thing he had tackled 
in the interest of the bank for many a 
year. 

When the London lecture was put 
on the air, Mr. Clutchbill was sitting 
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in a front pew. In order to give tone 
to the lecture and win Mrs. East’s 
favor, he had gotten himself up till he 
looked like a Trustee of the British 
Museum. And when the lecture was 
over he was placed so as to be first to 
rise, take Mrs. East by the hand and 
congratulate her on her keen memory 
of London, especially Trafalgar Square 
. . . She had dwelt quite vividly 
on the night life there. It was a con- 
gratulation remembered by Mrs. East 
in after-days with spasms of silent 
laughter and at other times with hot 
flashes of anger. 

After the lecture Director Clutchbill 
drifted homeward absorbed in mental 
pictures he had not looked at for many 
years. He blew softly through his lips 
at times and winked his eyes rapidly 
with the speed of his thoughts. And 
on his arrival home, to celebrate a 
coming campaign which was now clear 
to him, he drank a glass of cider and 
went to bed. 

In the morning Director Clutchbill 
had a talk over the breakfast table 
with his aged sister who kept house for 
him. Like most small, thin old ladies, 
she was bright and nimble of wit. It 
took only a few hints from Mr. Clutch- 
bill to start her counting the minutes 
before she could take the war path. 

Since Director Clutchbill’s little 
white cottage was only two houses 
‘away from the home of Clemie Sargent, 
it enabled Mr. Clutchbill’s sister to 
slip over for a dooryard 
call the first time she 
saw the two ladies at 
ease on the side veranda. 

“My brother was so 
interested in your 
address,” chirped the 
little woman to Mrs. 
East after the weather 
had been handed 
around. “He is so fond 
of Trafalgar Square; it 
brought back memories 
of the old days.” 

“Your brother 
been there?” 

“Oh, yes, Aaron has 
been to London fourteen 
times.” 

“‘Landsakes!”’ burst 
out Mrs.Clemie Sargent, 
bringing her rocking 
chair to a stop at a 
forward slant, “I never 
knew Aaron had been 
across.” 

“Yes,” said the little 
woman meekly, “when 
he was a young man 
he made several trips. 
He thought of following 
the sea at one time.” 

After Mr. Clutchbill’s 
sister had gone, the 
words Trafalgar Square 
kept ringing in Mrs. 


has 


A 


Mr. Clutchbill had been standing like an Egyptian mummy leaned against the 
woodpile in the shed 


East’s ears. She slipped off to her 
bedroom and dipped anxiously into 
a red-covered Guide to London. A 
moment later a grunt of disgust burst 
from her lips. ““Shucks! I got it mixed 
with Piccadilly Circus.” Fora moment 
she sat speechless, then hurried down 
to her sister-in-law. 


“A MELIA! that old friend of yours 
in the bank has found out . . the 
clever old devil!” 

“Huh? what do you mean?” 

“Why, I got Trafalgar Square and 
Piccadilly Circus mixed and 
he noticed it.” 

“Fiddlesticks! what if you did? No 
one will know.” 

““Won’t they? Can’t he tell ’em any 
time he wants to? Not that I ever 
said I’d ever been across, but they all 
believed it. Now my name is liable to 
be mud in this town any minute.” 

*“*So’ll mine I wonder if 
he’s told ’em.” 

“Not yet,” said Mrs. Amelia East 
shrewdly. “He knows how long my 
money would stay in his bank if he 
opened his mouth.” 

‘““And he knows you don’t dare take 
it for fear he will holler.” 

“Oh, that old bird is shrewder than 
he looks!” 

“You can’t tell what’s loose in these 
woods, Amelia. Why, that thin little 
whiskered man that leaves our milk 
every morning, drove a horse car in 
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Boston twenty years. Would you 
believe it? I ought to have posted you 
to watch out, but I never dreamed it 
would come to this.” 

“I wish we could trap him some way 
before we leave.” hissed Mrs. East, 
opening and closing her hands as though 
crushing a lion. 

“Trap Aaron?” asked Mrs. Sargent. 
“Huh, you’d have to pour a peck of 
diamonds on a trap before he’d ever 
go near it.” 

After his sister’s call. Mr. Clutchbill 
anchored for a day and then sailed 
forth like a dove of peace with an olive 
branch. He picked a bunch of parsley 
from his garden, tickled it into fresh- 
ness with a fine spray from the garden 
hose and drifted over to Mrs. Clemie 
Sargent’s with the little bouquet of 
green to learn if his scheme had taken 
root. It was about 10 a. m. and the 
two ladies were at ease on the shady 
side veranda. 

“T’ve brought you over some parsley 
to go with your dinner,” announced 
Mr. Clutchbill, coming up to the 
veranda steps. “Lovely June day, 
ain’t it?” 

Before Mrs. Clemie Sargent got up 
out of her rocking chair, she winked to 
Mrs. East as though here was her 
chance. “That’s awful good of you, 
Aaron. It'll perk up our plate of sau- 
sage I’m going to fry. Won’t you come 
up and sit down?” 

“Do,” urged Mrs. East. 

“No, I mustn’t now. 
I’ve got to dig a little 
more in my garden; the 
weeds are getting ahead 
of me. I hope you and 
Mrs. East will find the 
parsley tasty.” 

“Thank you so much,” 
nodded Mrs. East _be- 
nevolently with glazed 
eyes. “Is your sister 
well today after her 
call? I hope she didn’t 
overdo.” Mrs. Amelia 
East looked into Mr. 
Clutchbill’s duelling eye 
for a lingering moment. 

“Oh, no, thank you, 
marm, she never reaches 
beyond her strength,” 
crowed Mr. Clutchbill. 
“Well, I must be going.” 

Amelia East waited 
until Director Clutchbill 
was lost from sight 
around the corner of 
the house. 

“The old devil . 

I’ll get even with him 
yet!” 

““Amelia, don’t for 
heaven’s sake pull out 
your money before we 
leave. If he lets on you 
haven’t been abroad 
after that lecture, I never 

(Continued on page 44) 
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C fre Branch in State- eect . 
Wide ‘Trust Functions 


By William T. Cross 


Assistant Vice-President, Bank of America National Trust and Savings Association, 
San Francisco 


EOPLE whose memory runs back 
Prcsits to the early 1900’s will recall 

the advent of the dog and pony 
shows that came into popularity as 
contenders for the curiosity and excite- 
ment that had been drummed up by 
the circuses and the wild west shows. 
While the lure of the “big top”’ still 
held, this was something new, with a 
strange charm for boys and girls. Dogs 
and ponies were nearer to household 
experiences and to the everyday de- 
sires of young America. 

The “big top” of branch banking 
discussion these days likewise is begin- 
ning to share in public interest with 
another, more domestic consideration, 
the development of personal trust busi- 
ness. Branch buildings and equip- 
ment and organized personnel that 
are good for deposit and loan opera- 
tions, are available also for the more 
intimate services of administering es- 
tates and of managing investments in 
trust. 

The primary urge in extending trust 
service through branch banking sys- 
tems has been to have the bank share 
more fully in the financial activities of 
the community, to participate more 
substantially in the conservation of its 
customers’ estates. A generation ago 
it may have been sufficient for the 
bank’s relationship to its customers’ 
affairs to end with advice based upon 
matters pertaining to current financing. 
In these days of varied investments 
and of changing structures of the 
family, only the facilities of a trust 
department are adequate to protect 
the customer, by carrying forward the 
work of building his personal estate 
and by helping hold it intact for his 
family in the event of his death. 

This opportunity for rendering fuller 
service to its clients exists in the remote 
communities served by a branch bank- 
ing system, as much as it does in the 
city in which the bank has its head- 
quarters. To find that a bank of many 
branches can succeed with a plan of 
contacting and of administering trust 
business at outlying locations thus is 
of more than passing interest. The 
last unknown equation in carrying 


complete banking service to rural 
communities may thus be solved. Here 
may be also a new and continuing 
source of bank revenue. Such a devel- 
opment of outlying offices as centers 
for trust service may reveal new possi- 
bilities and values in branch banking. 
Trust service is best performed in the 
home town. With a broadening of its 
local activities on this new level of 
operations, the small branch takes on a 
many sided, community character 
scarcely otherwise attainable by either 
branch or unit banks in the smaller 
cities. 

Outlying branches are recognized 
generally as affording a resource for 
new trust business. In some systems, 
this resource is developed more actively 
than in others. This contrast appeared 
pointedly in a recent discussion of new 
business methods of trust companies 
in the San Francisco area. After an 
account had been given of the make- 
your-own-will drive among. branch 
officers and advisory board members 
in the bank with which the writer is 
associated, the vice-president of an- 
other trust company remarked that 
at the branches, his trust department 
considered itself fortunate merely to 
obtain new business leads occasionally, 
among customers. It was in no posi- 
tion to reason with branch officers 
concerning their own wills on the 
grounds of bank loyalty. 


yet through these very outlying 

offices, from one-half to three-fourths 
of the customers of such branch organi- 
zations have their primary or only 
banking contact! Manifestly, steps 
need to be taken to mobilize, in the 
interest of the trust department, the 
staffs not only of the larger downtown 
branches but also of outlying and 
suburban units, and of offices in the 
smaller cities in which the bank is 
located. 

In establishing co-operative rela- 
tions with branch managements at 
downtown locations, much the same 
problems are presented as arise in the 
trust development work of unit banks 
and trust companies. The large metro- 
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East Bay district, comprising two counties 

with nineteen cities of more than 1,000 

population, one of 80,000 population and 

one of 280,000. The bank has twenty- 

one branches in Oakland, four in Berkeley 
and fifteen in small cities 


politan branch is a place of specializa- 
tion in bank services and contacts, 
concerning some of which the cus- 
tomer may learn only through inquiry 
at the information desk. Records that 
are essential to intelligent interpreta- 
tion of the more important customer 
relationships are likely to be kept in 
locations widely separated, thus re- 
quiring more attention in the assem- 
bling. 


T° sift out the good trust leads takes 
valuable time. To depend upon 
lobby contacts is out of the question. 
Many customers at such locations come 
to the bank only infrequently. Their 
personal touch with the institution 
may be limited to hasty transactions 
with tellers. To find a senior officer 
equipped with well-rounded informa- 
tion bearing upon the desirability of 
making the trust approach is, usually, 
sheer good luck. Under these circum- 
stances, it is necessary at the larger 
city offices to pay especial attention 
to the intelligence service by which 
trust department interviewers or ad- 
visors are supplied with information 
essential for the trust approach. 

The process of assembling trust 
prospect names and information at 
downtown locations is somewhat arti- 
ficial, as compared with the location of 
leads at outlying or neighborhood 
branches. Neighborhoods have classi- 
fied populations, some being clearly 
more profitable to develop than others. 
Compare, for example, the outlook in a 
working class section with that of the 
‘gold coast.’ Aggressive, trust-minded 
management of a branch in an unpre- 
tentious neighborhood, however, may 
net more new business for the trust 
department than indifferent leadership 
in a wealthy residential section. 

The small city environment, is much 
simpler as a medium in which to project 
an aggressive contact program, than 
either the outlying or the downtown 
sections of a large city. The branch 
manager is the focus for more com- 
plete information concerning the trust 
needs of clients and is in a more favor- 
able situation for making the initial 
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approach to the rank and file of cus- 
tomers, than is any senior officer of a 
metropolitan bank. A question con- 
cerning “the needs of your estate,” 
raised in a poster or a pamphlet, is 
more searching when faced in the 
intimate atmosphere of the small 
branch lobby. 


]X the small city, the branch and 

its personnel stand out as a striking 
feature in the “civic group,” which 
includes the public school, the post 
office, the court house and the churches. 
The manager and his family are part 
and parcel of the social fabric. In this 
well-knit community, new services are 
developed through first-hand, short- 
range relationships. What better chan- 
nel of contact could any trust organi- 
zation desire than a_ trust-minded 
branch manager? 

The favorably disposed branch man- 
agement can function effectually in the 
production of new trust business only 
with active co-operation from trust 
headquarters. Prospect names are to 
be compiled on standard forms. Leads 
are to be pursued punctually and 
according to a definite method. Edu- 
cational leaflets and pamphlets are to 
be distributed, some to entire lists 
periodically, others to especially picked 
names on appropriate occasions. Trust 
department posters and pamphlet ma- 
.terials are to be included in the scheme 
of lobby decoration and of counter 
supplies. In general, the plan by 
which the larger unit trust companies 
have been accustomed to obtain new 
clients, is available also to the enter- 
prising branch manager under the 
system of state-wide trust service. 
The branch manager must be sensitive 
to the need of trust service under a 
variety of conditions, and eager to 
build up business in this field. As an 
incentive, nothing seems to work so 
well as an actual sharing by the 
branch in the net income from trust 
business. 

When the spotlight is turned from 
obtaining new business to the manage- 
ment of trusts, there is less unanimity 
concerning the role of the branch. 
Under the plan of state-wide trust 
service in California from which this 
article is illustrated, personal trusts 
are, or may be, administered at one 
branch in each of the 243 cities in 
which the bank is established. In 
administering trusts, the branch staff 
has the guidance of supervising trust 
officers and examiners, and of a com- 
plete accounting code, contained in the 
official rule book. In the smaller city 
offices, trust accounting is absorbed 
by the general bank staff. The man- 
agement of property in trust, in so far 
as the work may be delegated by the 
supervising trust officer, ordinarily 
falls to the lot of the branch manager. 
The trust district supervisor is present 
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or available on short notice. He is 
responsible for every step in adminis- 
tration; especially, for correct pro- 
cedure. He maintains contacts with 
clients and with attorneys. When 
trust business at a branch increases 
to the point at which a full-time staff 
is required, the unit is installed with 
his co-operation. 

Since trusts are administered at 
only one location in a city, it is un- 
necessary for 44 per cent of the branch 
staffs in the Bank of America system 
in California to concern themselves 
with the requirements of trust account- 
ing and management. Employees at 
all branches, however, are inclined to 
learn as much as possible about trust 
management —partly because the 
knowledge is helpful in contacting new 
business, and partly because these 
employees are likely to be transferred 
to other branches at which trusts are 
administered. 


(CORPORATE appointments—trustee- 

ships of bond and note issues, stock 
transfer agencies and registrarships, 
coupon paying agencies, etc. —are 
administered primarily at the larger 
city offices in San Francisco, Los 
Angeles, San Diego and a few other 


places. Subdivision trusts, likewise, 
tend to be accepted only at these 
locations, at which the bank is 
supplied with a more specialized trust 
personnel. 

Escrows are taken at branches 


throughout the state, the trust depart- 
ment being responsible for their admin- 
istration. The escrow desk is a good 
starting point for advancement in 
trust administration and, conversely, 
an acquaintance with other phases of 
trust administration affords an excel- 
lent background for escrow manage- 
ment. This circumstance results in 


THE BURROUGHS 


further emphasis upon trust adminis- 
trative knowledge as part of the 
equipment of branch executives. 

The escrow work performed by 
banks and trust companies in California 
is done primarily in the south, where 
these institutions share with title 
companies the closing in escrow of 
real estate transactions. In _ that 
region the work requires a specialized, 
full-time personnel. The handling of 
escrows is limited according to the 
equipment of the branch, especially 
in respect to experience of the escrow 
officers. Branches in the larger cities 
and suburban areas of Southern Cali- 
fornia fall generally into four classes, 
as follows: 

First Class—Branch with complete 
trust department and full-time assist- 
ant trust officer; authorized to accept 
any escrows not on the prohibited list 
(the latter requiring permission of dis- 
trict headquarters). 

Second Class — Branch in which there 
is no trust department but which has a 
full-time escrow officer; required to 
obtain permission before handling Cor- 
poration Commissioner escrows, build- 
ing loan escrows, or bulk sales es- 
crows. 

Third Class —Branch in which some 
member of the general bank staff has 
been trained to handle escrows (com- 
bination man); permitted to take 
only simple sale, exchange and loan 
escrows. 

Fourth Class —Branch in which no 
one is authorized to accept escrows, 
business being referred to nearest 


branch in higher class which can 
handle it. 
With the multiplication of trust 


department personnel in large city 
offices, and the spread of trust func- 
tioning through outlying branch sys- 
tems, the less formal statements olf 
practice and mere office traditions are 
flowering into rule books and manuals 
of trust procedure. Thus, units widely 
separated are enabled to act uniformly. 
The induction of new personnel is 
simplified. The experience and judg- 
ment of the whole working force is 
sifted down through this orderly 
description of current practice. 

The rules thus arrived at cover 
primarily accounting, trust manage- 
ment, legal procedure and _ business 
extension. The accounting features ol 
trust administration are detailed at 
greater length than procedure based 
upon legal relationships, since the 
latter is more closely under the scru- 
tiny and direction of experienced 
trust men. A few sentences, chosen 
at random, will illustrate the character 
of the 118-page manual covering trust 
department operations of the Bank of 
America National Trust and Savings 
Association: 

Watch for opportunities to render 
trust service, especially under the 
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following circumstances and ‘in your 
dealings with the classes. here 
enumerated (followed by a four-page 
outline). 

Maintain trust department records 
and files under supervision of senior 
representative of trust department at 
branch. Keep them inaccessible to 
unauthorized persons. 

Determine net amount of transac- 
tions with commercial department each 
day, from tellers’ blotters totals, and 
make settlement of such amounts, as 
follows; etc. 

Use following form for deeding prop- 
erty out of trust subject to unknown 
lien (s), as provided in Rule Book in- 
structions 711.2, Paragraph 4 (b): 

Give preference in choice of attorneys 
as follows, in. order stated: 

(a) Attorney designated by testator 
at time will was signed or was deposited 
with bank, or subsequently. 

(6) Attorney identified with the 
interests of deceased during his lifetime, 
or otherwise, who may be most satis- 
factory to beneficiaries or heirs. 

(c) Attorney who has been instru- 
mental in referring business to the 
bank, endeavoring as far as possible to 
distribute such appointments generally 
among reputable mem- 
bers of the bar practic- 
ing in the community. 

Successful adminis- 
tration of trusts at 
branches is conditioned 
upon the constant re- 
view of local practices 
through an internal 
auditing system. 
this means the general 
managers of the trust 
department may be 
assured, for example, 
that there is no undue 
delay in the presenta- 
tion of final accounts 
as administrator or ex- 
ecutor, or in petitioning 
fordistribution of estates. 
They may know that 
in no case is trust in- 
come improperly co- 
mingled with principal 
in making an_ invest- 
ment in bonds, and later 
on sale of the bonds not 
again accounted for as 
income cash. They may 
have confidence that 
every deed under a trust 
agreement is properly 
acknowledged, every 
lease properly assigned, 
and all documents re- 
quiring recordation re- 
corded. They may 
know that checks de- 
posited under escrows 
have been converted into 
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The shaded lines show the space 
reserved for the trust department 
in the new building at Petaluma 
two years ago, and the space occu- 
pied in the beginning, three years 
ago, by a sta 
Stockton office. In the former, 
business is now sufficient to war- 
rant appointment of a full-time 
By trust officer, and in the latter, the 

y staff for the trust work has been 

increased from three to six 





fidential documents are safeguarded, 
that all papers are filed in an orderly 
manner according to the uniform plan, 
and that the essential ticklers are kept. 

The checking of accounting and 
administrative procedure through con- 
tinual examinations is not only a 
necessary precaution on the part of the 
trust department headquarters, but 
also a source of constant assistance 
and education for the branch staff. 
By this process, the Rule Book is given 
real meaning and character. 


ITH the delegation of trust func- 

tions to branches in outlying cities 
has come the necessity of providing 
suitable space and equipment. Limited 
provision of this nature has _ been 
made in new buildings, for the larger 
branches in the Bank of America 
system in California during the last 
few years. The irreducible minimum 
consists of desk space for interviewing 
customers and prospective clients. The 
normal provision in smaller branches 
at which, let us say, twenty or more 
trusts are being administered, includes 
space for one full-time employee and 
for a stenographer-clerk, and in addi- 
tion a conference room, which may be 
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used also for general bank purposes as 
an advisory board meeting room. 
When there is an active escrow busi- 
ness, the escrow booth may be con- 
sidered the initial space reservation 
for the trust department. Beginning 
with such a minimum, space is reserved 
for the trust department according to 
volume of business, actual or antici- 
pated, the maximum occurring in case 
of branches at which large staffs are 
maintained, on a separate floor. 

To the branch manager, the develop- 
ment of a trust department may mean, 
in the beginning, acquainting himself 
with just one more of several services 
with which he must become familiar, 
through reading detailed instructions 
from head office. If he should be 
brought into an educational discussion 
conducted by the trust department, he 
may become an enthusiast in obtaining 
business of this type as a means of 
broadening the service appeal of his 
branch and of widening the scope of 
his contacts in the community. If he 
espouses the cause of the trust depart- 
ment early, and organizes his staff to 
develop new trust business, he may 
find himself soon in a favored situation 
from the standpoint of branch earnings 
from trust fees. These 
have been sufficient in 
some instances to more 
than double the previous 
amount of branch earn- 
ings. The scores of 
' branch managers whose 
| interest in trust work I 
L have seen develop over 
a period of years, with- 
out exception recognize 
that they have profited 
from it. 

With this sanguine 
sentiment is to be com- 
bined a_ caution —the 
future of corporate trust 
administration on astate- 
wide scale, is dependent 
largely upon the good 
sense and restraint of 
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cash immediately. They 
may know that con- 
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ing the values of trust 
service to customers, and 
upon the uniformly good 
record of district super- 
a visors and their aides at 
local branches in admini- 
stering executorships, ad- 
ministratorships, trustee- 
ships, guardianships, and 
similar appointments. Through 
the process by which these func- 
tions are performed, the branch is 
attaining more rounded character 
as a banking center. Itis not just 
an outpost for deposit and loan 
service, with narrowly limited re- 
sponsibility and range of interests. 
Rather is it a center for the full- 
fledged operation of the modern 
departmentalized bank. 
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“Cp )ho Pays Your Salary—and 


Addressed to the Contact 
Men on the Firing Line 


SK any banker that ques- 
A tion and he is almost cer- 

tain to reply, “My bank 
pays me my salary for working 
for it.” 

As long as bank employees see 
only their bank in the payment 
of their salaries, they will never 
have the same degree of grati- 
tude and appreciation for their 
patrons that they would have if 
they were conscious of the fact 
that the source of their salaries is 
in their patrons. What is needed 
today is to impress upon the 
mind of every bank employee 
that it is out of profits made on 
the business of bank patrons that 
salaries are paid. Let the cus- 
tomers of a bank withdraw their 
patronage and they automati- 
cally eliminate every salary on 
the payroll. 

It may sound just a bit revolu- 
tionary for me to say that it is 
the patronage of customers that 
governs to a large extent the 
progress and prosperity of banks, 
and it is this same patronage 
that influences the amount of 
salary paid. 

Let an employee by his in- 
difference drive customers away 
and he strikes a blow at the source of 
not only his own salary but also the 
salaries of his associates. Let him 
render a type of service that will retain 
the business of his old customers and 
attract new customers and he helps to 
make possible a condition which will 
justify better salaries later on. 

The quicker those on the payrolls 
of our banks realize that salary in- 
creases are influenced by the amount 
of profitable business transacted, the 
better it will be for them. A bank can 
have a competent advertising depart- 
ment, and it can spend thousands of 
dollars advertising that the bank ren- 
ders efficient service, and still make no 
progress in growth and popularity, 
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if its representatives who meet the 
public are inefficient. A bank can 
have a prominent location, a fine 
building, modern equipment, adequate 
capital and departmental service, and 
still make little or no progress, if its 
representatives out on the firing line 
are indifferent to the banking needs of 
their customers. 

In a nutshell, a bank is either 
popular or unpopular in just about the 
same porportion that its representa- 
tives are popular or unpopular with 
its customers. The only true picture 
that a majority of bank patrons get 
of their bank is exemplified in the 
employees whom they meet. Accord- 
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ing as these representatives con- 
duct themselves in the presence 
of patrons, so the bank conducts 
itself. Courteous employees 
mean a courteous bank. A bank 
is never spoken of as being cold 
if its representatives are friendly 
and helpful. Icicles never form 
in a friendly bank. Frigidity and 
warmth do not go hand in hand. 

It takes more than just the 
ability to pay checks or receive 
deposits or make loans, to make 
a prosperous bank. It takes 
business ability plus a_ kindly 
interest in patrons which makes 
it a pleasure for them to carry on 
their banking transactions. 


OO little emphasis is placed 

on the responsibility of repre- 
senting our banks on the firing 
lines. The importance of pleas- 
ing customers and making them 
feel at home is too often sub- 
merged in an effort to follow 
established practices and keep to 
beaten paths. Too many bank 
employees are carrying the re- 
sponsibility of representing their 
respective banks too lightly. For 
example, not so many years ago 
an effort invariably was made to 
keep accounts from being completely 
closed out on the assumption that if the 
depositor left only a small sum it would 
keep his account open and bring him 
back when he again needed an account. 
Today in far too many banks the 
accounts of customers are closed with- 
out comment and, I fear, in too many 
cases without ““We thank you for your 
patronage and trust we may have the 
pleasure of serving you again.” Bank 
employees should feel the responsibility 
of retaining the patronage of their old 
customers. 

Maintaining the point of contact 
between a bank and its customers is 
a great responsibility of which an 
employee can be proud. Again let me 
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ask, “What are your patrons paying 
your salary for, and what are some 
of the things they are expecting in 
return for what they pay you’’? 

Honesty, yes, but that is too obvious 
to call for discussion. Good character, 
yes —we will pass it without comment. 

Efficient service, yes, and I say this 
although some bankers assert that it is 
overworked. They say that it’s largely 
theoretical and bunk. The term effi- 
cient service may be overworked but 
let me remind those who are on the 
firing line in our banks that that for 
which it stands can never be over- 
worked. It may be hard to define and 
yet every patron is quick to 
recognize it and to appre- 
ciate it. 

I have yet to meet the first a; 
bank patron who doesn’t al- 
most immediately respond to 
its appeal. Even those pa- 
trons who don’t ordinarily 
render efficient service in 
their own business, demand 
it of their bank. 

As matter of fact, let us 
look into this question of 
efficient service still further 
and ask ourselves what is it 
that we demand of others in 
the way of service? Probably 
not one banker out of a 
hundred doesn’t demand the 
best. Drive your car up to a 
gasoline station and what 
happens if the attendant isn’t 
quick to serve you? You 
“bawl him out” and drive 
away. Your telephone gets 
out of order and if it’s not 
repaired immediately you are 
quick to lodge a complaint 
with the company. 

The world over, efficient 
service is the rule and bankers must 
render it if they are to prosper. Not 
only is it universally demanded, but it 
costs less to be efficient than to be 
inefficient. 

To those on the firing line in our 
banks, I want to recommend that they 
be economical in the use of their 
patrons’ time. After more than twenty- 
live years on the firing line in a bank, 
[ am convinced that more people 
judge the quality of service rendered 
them by the time consumed in trans- 
acting their business than by any other 
standard of measurement. From child- 
hood they have measured service on 
the basis of time consumed. Railroad 
service is judged by the time it takes 
you to arrive at your journey’s end. 
Mail service by how long it takes your 
letters to reach their destination. Tele- 
phone service by the time it takes you 
to get your party. Banking service is 
no exception. A good rule to follow 
is never to keep patrons waiting un- 
necessarily. Attend to their business 
first, regardless of its importance. 


You may know beyond any doubt 
that certain patrons are not pressed 
for time, and still it is the rare exception 
when they don’t demand immediate 
attention. 


HE only satisfactory course for 

bankers to pursue is to attend toa 
customer’s business immediately and 
leave all discussions of the weather, 
crop and business conditions, and 
similar subjects until the customer’s 
business has been transacted. The 
customer’s business having been trans- 
acted, it is then optional with the 
customer as to whether or not he 





our patrons pay your 
salary, and they pay it 
for the best service of which 
you are capable. Nothing less 
than your best will do. Boiled 
down, salaries are determined 
on what your service is worth 
—not to your bank only, but 
more specifically to its cus- 
tomers. You help yourself and 
boost your salary only when 
you help your patrons most.” 





leaves at once or lingers for a friendly 
chat. 

I have found that nothing seems to 
irritate patrons and cause them to 
lose their poise quite as much as being 
misinformed or misdirected by their 
banker. If anyone doubts this, let 
him misdirect one of his customers 
by sending him to the wrong depart- 
ment, and then watch for results. Not 
infrequently customers who have been 
misdirected, fly into a rage. Misinform 
them and they will lose confidence in 
the bank. If an employee hasn’t the 
correct information, he shouldn’t under 
any circumstances guess at the answer. 

Another service which patrons are 
paying for, and which they have a 
right to expect, entitles them to a 
good reason for their banker’s “‘no”’ 
when he refuses to grant them a favor. 
I have found by experience that it is 
not satisfactory to patrons to say “no” 
to them without also giving them a 
reason. A banker’s intentions may be 
the best, but nine out of every ten 
customers will interpret a blunt “‘no”’ to 
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mean that a bank is unappreciative 
and unaccommodating—and that an 
explanation could have been given if 
the bank hadn’t been too cold-blooded. 

Another thing which customers have 
a right to expect of their banker is that 
he will be patient with them, and not 
act too hastily. If bankers would 
overlook the fact that the little things 
their patrons do which displease them 
are not done wilfully or intentionally 
but through a lack of understanding 
of what is required, they will find it 
comparatively easy to be patient under 
all conditions. Customers may ask 
questions so simple as to appear ridicu- 
lous, and yet to your patrons 
their questions are often very 
important and for that reason 
nothing short of a complete 
answer will satisfy them. In 
matters of this kind it is easy 
for bankers to forget that 
they have a background of 
years of training in financial 
matters, giving them a fund 
of knowledge which makes 
the ordinary questions of cus- 
tomers look simple. Let the 
banker not forget that what 
appears to him to be simple, 
is an important transaction 
to the man or woman of 
limited experience in financial 
matters. 

Going over our subject we 
find that the patrons of our 
banks pay for a service which 
should be the best that can 
be rendered at all times for 
all patrons. For those on the 
firing line to render the best 
service of which they are 
capable to all patrons all of 
the time, may not be the 
easiest thing in the world to 
do. Ordinarily, it is easier to cultivate 
an acquaintanceship with certain cus- 
tomers who strike your fancy than with 
all of them alike. There is always the 
temptation to have a few favorites. 
The only way I know to overcome this 
temptation is for those who contact the 
public to render the best service of 
which they are capable at all times and 
under every condition. There should be 
no such thing as a very friendly and 
over-accommodating service for flap- 
pers of the butterfly type, and a cold, 
half-hearted service for old folks. Age, 
clothes and general appearance should 
make no difference. As a rule, a 
larger profit is made on the business of 
folks of plain but neat appearance, 
while the business of flappers and 
sheiks is usually carried at a loss. The 
more substantial type are also more 
dependable, while the other class men- 
tioned needs watching at all times. 
If a bank had to depend on profits 
made on the business of the flapper 
type, there would be no increases in 
salaries in a hundred years. And 


(Continued on page 36) 
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© fe Facts in Bank Management 


Your Profit and Loss in the Trust Depart- 


ment, Safe Deposit and Invested Capital 


PART V 





cBy John J. Driscoll, Jr.,C. P. A. 





our two mutual friends, the bank 

presidents, continued through 
the other departments of their banks. 
Today at the Country Club we find 
them first discussing trust depart- 
ments in general and their own in 
particular. 

“It seems that the past few years 
have found nearly every bank, irre- 
spective of size, starting a trust depart- 
ment and in most instances they are 
satisfied in their own minds that this 
will materially augment their earnings; 
and hence they can afford to take 
shorter profits from other sources and 
still be very well off in total earnings,” 
remarked President First. Continuing, 
he said, “Apparently our particular 
trust departments aren’t working out 
the way every one thought they 
would. We both show losses, yours 
being $3,000 and mine $14,890 for the 
year, and I feel that our departments 
are pretty much average and this 
condition must be reflected in the 
majority of cases.” 

President Second replied: “In most 
instances money is being spent to 
develop and get business, the income 
from which will not be received for 
many years to come; hence, we really 
do not know just what the ultimate 
outcome will be from an earning 
standpoint.” 

Let us delve into the reasoning of 
these two bankers and see how closely 
the facts bear up their conclusions. It 
is very evident that in considering the 
matter of trust department earnings, 
they must be broken down into two 
general headings, Corporate Trusts 
and Personal Trusts. 

Corporate trust work, in a reason- 
able volume and properly and efficiently 
handled, invariably shows a reasonable 
or more than reasonable profit. The 
reason is that this type of trust work 
pays a fee based on the work actually 
done or transactions actually handled 
and the fee, therefore, follows directly 
the time and energy consumed in 
properly handling each trust. It is our 
experience that as a general rule this 
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department shows a profit except where 
a large bank has cast aside economic 
principles and attempted to build 
volume at any cost, usually seeking 
large business on a materially reduced 
fee basis and then frequently finding 
that they have worked for a long 
period of time, assumed definite respon- 
sibilities and failed to earn anything 
material on these particular trusts. 
Quite frequently losses are shown. 

In the matter of individual trust 
departments, we are going to fall back 
on the individual cases in our files to 
develop the facts for the following 
discussion. 

Of about 175 trust departments, 
varying from those absolutely negligi- 
ble in volume of individual trusts 
handled to departments showing indi- 
vidual trusts of $100,000,000 or better, 
we have found that the number 
reflecting a profit over a period of 
years will constitute less than 10 per 
cent of the total departments analyzed, 
and that quite frequently, sizable, 
well-organized and_ long-established 
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trust departments will still continue 
to reflect losses with the exception of 
an occasional banner year. 

Basically, it is our opinion that this 
condition in most instances is beyond 
the control of the trust department 
and primarily is not a problem of man- 
agement. Corporate trust fees are 
collected on the basis of work done, 
while individual trust fees are based on 
the number of dollars handled. It is 
our opinion as a general statement, 
that individual trust business will not 
be profitable to the average bank 
until such time as its fees are based on 
the time and energy consumed in 
handling the estate rather than on the 
number of dollars handled for the 
estate. 

Of course, certain minor qualifica- 
tions are to be added to this statement 
and they will be discussed as we go along. 

Our experience with the analysis of 
trust departments has been principally 
in the eastern part of the country and 
substantially all these states specify the 
maximum fees that may be charged 
and base them on the size of the estate, 
while in a few instances the state law 
allows the trust company to fix its 
own fee, subject, of course, to the 
approval of the court. In states where 
this plan is allowed, we invariably find 
these trust companies’ voluntarily 
adopting the schedule of fees allowed 
by some adjoining state and making 
their charge accordingly. 

Quite frequently, new business effort 
of this department is carried to 
extremes, both in costs incurred and 
ground covered. It follows that in the 
case of smaller communities, a bank is 
desirous of acquiring certain definite 
estates and is not particularly con- 
cerned with getting anything else. 
Hence, isn’t it logical that new business 
effort should be confined, if not en- 
tirely, at least to a very great extent, to 
specific prospects rather than spread 
over many persons whose estates are 
entirely too small to make it economi- 
cally sound and profitable for bank 
handling? 

It becomes more apparent every day 
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that trust departments will have to 
be built on the basis of quality business 
carefully selected, rather than a con- 
glomeration of everything that can be 
obtained. It is a lesson that has been 
driven home with force in other 
departments of a bank and is basically 
as sound in trust departments. 


6 pda frequently, smaller banks ask 
the question, “‘Shall we institute a 
trust department?” This question 
could be answered by a “‘yes”’ or “‘no,”’ 
but we prefer to answer it in the follow- 
ing manner. It is suggested that the 
following computation be set up and 
that in so doing a bank give itself the 
benefit of every reasonable doubt and 
assume it will be capable of getting the 
maximum of business. 

lst —List your estimate of the total 
wealth of your community. 

2nd —Estimate the portion of this 
wealth that you feel it will be possible 
to bring ultimately into banks in the 
form of estates. 

3rd—Give yourself the benefit of 
any doubts and estimate the total 
portion of this business that you can 
get and how many years will be neces- 
sary to get it and actually have it pro- 
ducing income for the bank. 

4th—Estimate the amount of fees 
that you would collect over this period 
of time and then what your annual 
fees would be thereafter. 

Against these computations set up 
the following: 

Ist—Your estimate of the cost 
necessary to get this business. 

2nd —The cost of carrying the depart- 
ment, salaries, rental space, etc., over 
this period of time. 

3rd—If a loss exists for, say, the 
first fifteen years, then how long a 
period of time it will be necessary to 
recover this loss. 

If after this computation, you are 
satisfied that there is a worthwhile 
profit to be obtained from the institu- 
tion of a trust department and that 
it will repay you for the responsibility 
you must assume, then the logical 
answer is establish such a department; 
otherwise, it would seem well to weigh 
everything seriously before going ahead. 


Safe Deposit Departments 


The discussion between these two 
bankers now turns to safe deposit 
department operations and we find 
President First admitting a loss of 
$5,200 in this department for the year, 
while President Second admits a loss 
of $295. 

As they continue to discuss this 
department, various factors rise to 
the top and very clearly explain the 
reason for this divergence. 

A safe deposit department requires 
the investment of a substantial part of 
stockholders capital which is taken out 
of earning assets and, therefore, pro- 


portionately reduces interest income. 
Accordingly, a charge of 5 per cent for 
the amount invested in the fixed assets 
of this department is the first operating 
cost set down. 

Depreciation on vault and vault 
equipment then becomes the next 
factor of consideration. It is readily 
admitted that depreciation is of no 
material consequence, as a vault loses 
very little of its physical value because 
of use. However, obsolescence looms 
up as a very important factor. While 
a vault may stand as such for a thou- 
sand years, at the end of twenty or 
twenty-five years its door, equipment 
and quite frequently the vault itself 
have become antiquated and out of date 
and must be completely remodeled or 
replaced to attract and hold new busi- 
ness. Hence, an annual obsolescence 
charge of 4 to 5 per cent of the original 
cost of these assets is logically included 
as an operating cost. 

If to these factors we add salaries of 
attendants, insurance carried and other 
incidental expenses, it is not hard to 
see why this department rarely, if ever, 
produces a profit. 

However, it is necessary for a modern 
bank to carry such a department if it 
is to be considered as a bank rendering 
a well rounded service to its customers. 
This department, hence, should be 
looked upon as a service department 
rather than one operated for a profit, 
being analogous to the position in 
which most grocers find themselves in 
selling sugar or some such staple 
product at cost or often slightly less. 
It does, however, make necessary the 
charging of reasonable rentals. 


Invested Capital 


The term, invested capital, as used 
in the departmental profit and loss 
statement set out in the second of 
these articles, is comprised of capital 
stock, surplus, undivided profits and 
reserves, plus or minus accruals as 
carried on the books. In substance, 
this term means stockholders invest- 
ment. 

It follows that with the exception of 
that portion invested in fixed assets, 
stockholders funds are available for use 
in general banking operations and sub- 
ject to very little, if any, uninvested 
portion or reserve. Hence, the only 
cost incident to the use of stochholders 
funds is the cost of managing and in- 
vesting, plus probably some minor 
expenses for an occasional legal fee 
or similar charge. In this computation, 
we have in addition charged all income 
and franchise taxes paid against the 
income earned on stockholders funds. 
This amounted to $44,200 in the case 
of the First National and $52,500 in 
the case of the Second National. After 
deducting investment costs and taxes, 
we find these banks having earned 
$76,160 and $99,080 respectively from 
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this source, being approximately 74% 
per cent on capital stock in the first 
instance and 10 per cent in the second; 
so that if dividends of 7 per cent and 
10 per cent were paid, the stockholders 
would be merely getting the profits 
earned from their own funds after 
assuming all tax obligations —and not 
one cent of the profits resulting from 
the operation of the bank. Too fre- 
quently this is the case. 

As a general statement, out of our 
experience, it may be said that over 
half the profits earned in the average 
bank come from the use of stockholders 
funds and not from operating the 
bank. 

The following computation is based 
upon facts and figures of approximately 
900 banks of all sizes and types in all 
sections of the United States and very 
clearly shows the insufficiency of profits 
arising from strictly banking opera- 
tions. The figures shown are the result 
of combining the total profits of all 
these banks and arriving at the aver- 
age for one bank, and the percentages 
show the relation of each source of 
profit to the total. 


Sources of Profit in Average of 








500 Banks 
Dollars Ratio 
Profits from Securities Sales 
Pads <Siew hide sven owen 127,000.00 8.8% 
a ee Tere 49,600.00 3.4% 
Earnings on Stockholders’ 
"ee ererioae 730,500.00 50.9% 
Profits attributable to 
Banking Operations 
and Investment of Depos- 
tore” PUNGS. ... cv cecces 530,900.00 36.9% 
Total Profit—All Sources.... 1,438,000.00 100.0% 
Dividends Paid... ......<.. 806,500.00 56.1% 
Added to Undivided Profit 
and out of which Reserves 
must be provided........ 631,500.00 43.9% 








Profits from security sales and the 
excess of recoveries over losses consti- 
tute a fair part of the profit over and 
above that earned on _ stockholders 
funds. These figures to a large extent 
are for a recent period and this sort of 
profit would be materially decreased 
for the year of 1930. 


[¢ will be noted that a little over one- 
third, actually 36.9 per cent, of the 
total profits arose from strictly bank- 
ing operations. In this figure are in- 
cluded the results from the following 
departments all combined: Demand 
Deposits, Checking Accounts, Savings 
Deposits, Borrowed Money, Trust De- 
partment, Safe Deposit Department, 
Real Estate Department, Investment 
Department, Foreign Exchange, etc. 
It will be further noted that the 
dividends paid constituted 56.1 per 
cent of the total net profits, while the 
earnings from capital funds were 50.9 
per cent. In substance, the dividends 
received by the stockholders repre- 
sented the return of profits earned on 
their own investment and averaged 
(Continued on page 43) 
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THE BURROUGHS 


nto the AIR for a Calendar 


Aerial Photography at the Branches Gets 
Flexibility—and Neighborhood Attention 


NE of the promotional difficulties 
faced by banks with many 


branches in a big city is getting 
the neighborhood appeal in the regular 
bank advertising material. This dif- 
ficulty becomes increasingly apparent 
at the time of the year when produc- 
tion is started on the standard bank 
calendar which is distributed through 
all the branch banks. 

The Union Trust of Cleveland solved 
the 1931 calendar problem in this 
manner: Each branch bank had its 
own calendar; the calendar carried an 
aerial photograph of the neighborhood 
which the bank served with an inset 
photograph of the branch bank build- 
ing. This all appeared over the sig- 
- nature of the branch bank. 

Here was a calendar that appealed to 
the proletariat, as well as the sophisti- 
cated. Aerial photographs have not 
yet become so common that the new 
angle of view does not hold interest for 
nearly everyone. In this particular case, 
there was a second and more powerful 
appeal in a picture of familiar surround- 
ings in which the homes of the com- 
munity served by the bank were the 
major part of the picture. 

Besides unusual interest, the cal- 
endar had a powerful selling appeal. 
The aerial photograph, 


cBy George O. Gould 


Union Trust Company, Cleveland 


their own homes. The next act was to 
locate places in the neighborhood with 
which they were familiar. It is interest- 
ing to note that the starting point was 
almost invariably the branch bank in 
that neighborhood. Two reasons 
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at a glance, showed 
accurately how conveni- 
ently situated the bank 
was in relationship to 
their own homes, and, 
by means of the inset 
photograph, definitely 
identified the building. 
The picture definition of 
the branch office location 
thus instilled in the mind, 
is far more reliable than 
a memory of a word 
description. 

Before production was 
started on this calendar, 
tests were made as to the 
interest value. Various 
persons were shown the 
aerial photographs of the 
neighborhood in which 
they lived. The first thing 
they did was to locate 


account for this: First, the aerial photo 
had a white circle around the bank; and 
second the name of the branch, which 
is named for the street intersection 
where it is located, appeared on the 
photograph. This gave viewers a true 
location from which to start locating 
other places in which they were inter- 
ested. In other words, almost every- 
one who looked at the photograph of 
their own neighborhood located familiar 
places in accordance with their relative 
positions to the branch bank. 

Uneven demand distribution through 
the branch offices is one of the penalties 
put against a promotional piece for 
lack of neighborhood appeal. A piece 
that appeals to the clientele of one 
branch may totally lack appeal to the 
customers of another branch. A cal- 
endar, as well as any other piece de- 
signed for distribution through all the 
branches, is subject to this same 
disadvantage. In the case of the Union 
Trust, no house-to-house or mail dis- 
tribution was used, yet the final 
figures showed an increase of 24 per 
cent in calendar distribution over the 
previous year. This means that there 
was actually a 24 per cent increase in 
demand for this calendar. In no 
branch did calendar distribution drop 

below the previous year, 

















and in one branch there 
was an increase of 400 
per cent. 


RANCH office man- 

agers were largely re- 
sponsible for this increase. 
The aerial photograph 
idea appealed tothem and 
it was their enthusiasm 
that helped to put the 
calendar across. Many 
of the branch managers 
and employees used the 
calendar as a means of 
becoming better ac- 
quainted with the in- 
frequent customers of the 
bank, and _ prospective 
customers who pay gas 
bills, cash checks, and 
the like, through the 
branch offices. The 
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1931. will probably witness a broad upward trend in the bond 
market as a whole. However, certain widely-held bonds will 
fall permanently by the wayside. Others reflecting changes in 
underlying conditions will remain depressed for months to 
come, but will respond quickly to the stimulus of improved 
earnings. A long list of well-rated, first-grade issues should en- 


joy a constantly improving market as the year progresses. > > 


This uncertainty and the impending 
A h eC C d irregularity of various classes of 


: d ? bonds (as well as individual issues 
or Bonds?.. 


within each class) makes unpreju- 
diced investment counsel doubly valuable this year. > > > 
Bankers who found their bond account a reserve-in-name-only 
at the close of 1930, will undoubtedly be quick to sense the 
cash value of sound guidance on their 1931 bond investments. 
And those bankers whose time was never so full of downright 
hard work on local problems will hardly want to repeat the 
harrowing experience of managing a bond account without 
assistance in an unstable market. > >» > > > To these bank 
officers, Moody’s Supervisory Service offers a low-cost way 
of putting the bank’s bond account squarely on its feet; 
making it pay its way in a year when banking profits cannot 
tolerate mark-downs or forced sales of permanently depressed 
bonds. It offers, too, frentionn from the laborious detail of 
watching, analyzing and se- 
lecting bond investments. > > MQ CQ) 
Moody’s Supervisory Service 
has been helpful and profit- I NV E STO R S 
able to its bank subscribers 65 Broadway 
in 1930. It can help you to solve the vexing problems of your 
1931 bond investments. > > » How much Moody’s Super- 
visory Service can help you, we cannot tell until we have 
examined the present set-up of your bond account. If you will 
write, we shall be glad to send you an explanatory booklet 
describing the function and operation of this service, and to 


discuss the matter either in person or by mail, as you elect. 
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calendar gave them the opportunity 
for a bit of neighborly conversation 
about the community and _ similar 
matters not directly connected with 
banking. In this way good contacts 
were established and the branch bank 
personnel not only came to know their 
“neighbors” better, but got a fair 
idea as to the means of increasing old 
business and adding new business, 
through these people. This initiative 
on the part of branch office personnel 
to get better acquainted in a neighborly 
fashion will undoubtedly pave the way 
to some good substantial business. 

A three-piece window display in 
connection with the calendar also 
helped to increase demand for this 
calendar. An enlargement of the 
photograph used on the calendar was 
mounted on a 28 x 44 inch sheet of 
composition board along with a cal- 
endar. A short message invited the 
passerby to “come in and ask for a 
calendar showing your neighborhood and 
your bank.” This piece was used as 
the background of the display and two 
other strips on easels were placed in 
front of it. The one nearest the window 
bore the copy “Is your home in this 
picture?”’ The second strip was in the 
form of a legend of places of interest 
marked and numbered on the enlarge- 
ment. After the calendar campaign 
was completed, this enlargement was 

framed and used as a permanent dis- 
' play on a wall in the lobby of each 
branch bank. 

The calendar, 1014” x 17” in size, is 
printed in two colors, a green tint and 
black, on an India tint paper stock, 
with a calendar pad in red and black 
on green stock. It was bound on the 
top and bottom with metal, and had 
an eyelet on the top to make it con- 
venient for hanging. 

Though the calendar was in all 
respects an individual calendar for 
each branch bank, there was a certain 
economy in the actual production. 
The calendar pads on all the calendars 
were identical. The size and layout 
were also the same. The green plate, 
which was really a sort of tint block, 
ran on all calendars with no changes. 
There were in fact but two things to 
change in the actual printing of the 
calendar—the name of the branch 
office and the half-tone plate of the 
aerial photograph with insert photo- 
graph of the branch office building, 
both of which were printed in black. 
This merely meant substituting plates 
of identical size on the press when 
printing the black. Other than that, 
it was run just as a standard calendar 
of any previous year. In fact, in 
previous years it was necessary to 
make similar changes on the black 
plate to substitute the names of the 
branch banks, since the signature of 
each of the branch banks appeared on 
their own calendars. 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


system of handling charged-off 

loans. It is of course good, con- 
servative banking to charge off any 
loans that appear to be doubtful, and 
the usual way is to charge the item 
direct to ‘Undivided Profits,” crediting 
“Loans and Discounts.” In this way 
the Statement of Condition as pub- 
lished and as furnished to the super- 
vising authorities will properly reflect 
the position of the bank after the 
adjustment has been made. However, 
it is certain that much of 
the loss will be recovered 
sooner or later and credited 
to “Undivided Profits’ as 
“Recoveries.” In the mean- 
time, what happens? Too 
often the notes are held 
by some officer who goes 
over them from time to 
time and endeavors to 
make collections, but they 
are not recorded in any 
way. If the note is for any 
reason mislaid it sinks with- 
out a trace. There should 
be a supplementary 
accounting system installed 
to record and control the disposition 
of charged-off paper, or perhaps a 
better plan is to charge the doubt- 
ful item down to $1 and so keep it on 
the books as long as there is the least 
chance of making collection. 


on banks seem to have a poor 


* * * 


A banker who operates in an oil-field 
district says that drillers are always in 
one or other of two conditions —either 
four feet from a million dollars or a 
million feet from four dollars. 


* * * 


Philip Withermore, vice-president of 
the Futurity National, scowled over 
the twentieth bond circular that clut- 
tered up his morning’s mail, then said: 
“That line at the top of the ads ought 
to read ‘This advertisement appears 
as a matter of record only; the bonds 
will never be sold.’ ” 


* * * 


One large bank has integrated its 
selling campaigns and made arrange- 
ments that sales representatives of the 
bond department receive a ccm mission 
for trust business originated by their 
contacts, and trust representatives 
receive a commission on bond sales 
through their introduction. Officers of 
the trust and bond departments meet 
the salesmen of both departments and 





Mr. Sanders 


through these meetings the field rep- 
resentatives receive information and 
ideas that help the plan. 


* * * 


Some of the bank advertising men 
who have waxed eloquent against the 
old tombstone style of bank advertising 
—just the bank’s name and some 
ciphers—have spent large sums _ in 
building great illuminated signs out- 
side their banks, and these signs have 
no more “selling copy” than the old- 
style newspaper announce- 
ment. There seems to be 
something in “‘name adver- 
tising,”’ after all. 


* * * 


In this column we have 
once or twice recommended 
the amortized form of 
mortgage—the one the 
farmer called a “mortuary 
loan’ —because of its sell- 
liquidating character. The 
principal sum _ decreases 
rather faster than the 
normal depreciation on a 
building. There is no re- 
financing problem. The same consid- 
erations apply to some extent in 
installment sales. Despite chaotic con- 
ditions during the past two years, 
defaults have been astonishingly few, 
if we take testimony presented to the 
last American Bankers Association 
convention. Yet there are bankers 
who will accept installment paper, or 
loans based on it, but will not make 
amortized loans. 


* * * 


Banks, especially in regions that are 
still tense with fears of failures, should 
be vigilant that the word “closed” 
should not be used under any circum- 
stances. A banker writes us that in a 
certain middle-western state his bank 
printed its statement of condition in 
the local paper, as usual. A woman 
excitedly telephoned him that she had 
heard the bank was closed, because 
the statement read: “at close ol 
business” on the date named. 


* * * 


A builder estimates that within the 
next thirty years most of the homes 
in America are going to be recon- 
structed. It sounds like a tremendous 
program, but the reasons given are 
impressive. Most of the homes are of 
lumber construction and their useful 
life is not over thirty years except 
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-where very well constructed and main- 

tained. Most are not well constructed 
nor kept well painted. New ideas in 
construction have revolutionized the 
home-building business and there is a 
constant demand for modern struc- 
tures. Automobile roads keep pushing 
suburbs into the country. Fire takes 
its toll. JIlome building must go 
forward somehow. 


cd a * 


Writers of economic reviews during 
the early months of the present busi- 
ness depression, were fond of saying 
that, unlike 1920, there were no 
“distress inventories” of merchandise 
on the market. But it now develops 
that the distress was in inventories of 
raw materials like wheat and copper. 
Depression always leaves excess stocks 
somewhere. 


A state official, in discussing the 
problem of bank taxes, offers a novel 
solution. The situation, of course, is 
that banks are now protected by 
the National Bank Act, which in 
fact protects state banks too, and 
which prevents bank taxation by 
states at a higher rate than competing 
capital. Owing to the exemption of 
intangibles of one kind or another in 
many states, bank taxes have been 
substantially reduced, to the indigna- 
tion of many state taxing officials. 
The one to whom we refer would have 
a bank tax instituted and then make 
a provision that any bank not paying 
the tax would be ineligible for the 
deposit of any public monies. Two 
thoughts are suggested by the proposal. 
First, that any plan that would make 
a tax “voluntary” is a bad one. 
Second, that many bankers feel that 


““public deposits” carrying a relatively 
high rate of interest, and needing the 
deposit of low-yield bonds to secure 
them, are not especially desirable or 
profitable. In the unlikely event of 
such a proposal becoming law, there 
would be some close figuring done. 


* * * 


A banker in charge of the credit 
department says that too often a care- 
ful investigation is made when a loan 
is first granted, and not enough investi- 
gation afterwards when it is renewed, 
or a subsequent loan arranged. He 
points out that when losses are taken 
they are usually old loans that have 
been renewed several times, or loans 
to old customers whose credit standing 
is taken for granted, and if his depart- 
ment is really to prevent losses, he 
insists that it be given enough help 
and standing in the bank to keep a 
constant supervision over all loans. 
There are a number of danger signals 
which, if heeded in time, may save the 
bank heavy losses. His real function 
begins after the loan is made. 


* * * 


An independent banker sums up 
his case against the branch bank 
idea by saying that the business of 
lending money consists of applying 
general rules to particular cases, all 
different, and asking if this can be 
done at long distance. If not, he says, 
the largest advantage of branch bank- 
ing —controlled credits —is lost. 


* * * 


Most banks carry memberships in 
the local Chamber of Commerce, but 
do all use the Chamber to get prospects 
for new business? Every Chamber 
gets inquiries from numerous people 
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who desire information, contemplate 
residence and so forth, and these letters 
are often at the disposal of the member- 
ship. It is a good place to look for 
leads and ideas. 


* * x 


Our friend the personnel officer says 
that the business depression has cut 
his turnover from 35 per cent to 22 per 
cent in a year. People are holding much 
tighter to their jobs and this adds 
indirectly to bank profits by furnishing 
more skilled employees. Incidentally, 
it may be mentioned that two large 
banks in California both effected con- 
solidations within the past couple of 
years that would normally throw many 
hundreds out of employment, and that 
in both cases a policy was adopted that 
no person should be displaced except 
for cause. It cost the banks con- 
siderable money to re-locate all the 
employees whose work was reduced or 
abolished, but they were kept con- 
tinuously on the payroll until the 
natural wastage of staff provided 
openings. The net effect of the policy 
was that fewer juniors and new people 
were employed, and that an immense 
amount of good will and loyalty was 
created among employees cared for. 


* * * 


A practical way to avoid holdups 
is to install a revolving door in the 
bank. Bandits fear getting trapped 
and will select a bank not so provided. 
Devices have been invented. for locking 
such doors while the bandits are 
passing through, but even without 
such devices there is a psychological 
factor that would tend to make them 
wary. It would be interesting to know 
if any banks so provided have been 
held up successfully. 


(Yanadian Notes and Comment 


ITH the arrest in Montreal of a 

man charged with passing fifty- 
nine “N.S. F.” checks on unsuspecting 
merchants, clearing clerks in Montreal 
banks, who have been feverishly mak- 
ing out “charge back slips,’ will pause 
in their work and give a sigh of relief. 
The arrest was largely due to a vigor- 
ous campaign now being conducted 
by the Montreal Better Business 
Bureau against the ““N. S. F.” check 
nuisance. A useful feature of this 
campaign was the distribution of 
folders in which several samples of the 
work of “N.S. F.” check artists were 
reproduced. ‘These reproductions rep- 
resented actual checks by which mer- 
chandise was obtained through false 
pretenses and for which the issuers are 
now serving terms of imprisonment. 


By G. A. G. 


The Canadian dollar is celebrating 
its diamond jubilee this year, 1931 
marking the sixtieth anniversary of the 
adoption in Canada of the dollar as a 
monetary unit. Shortly after con- 
federation in 1871, the Canadian 
parliament took steps to place the 
somewhat disorganized currency of the 
country on a unified basis and legisla- 
tion was passed adopting the decimal 
currency throughout the Dominion. 
The dollar, however, wasin fairly general 
use in upper and lower Canada several 
years before the union of the provinces. 

Beads, blankets tobacco and fur 
have all played their part as substi- 
tutes for currency in Canada’s early 
history and perhaps 1930 and 1931 
may claim places in the records as the 
years in which wheat was turned over 


as a medium of exchange at isolated 
points in western Canada. <A western 
rural hockey organization is said to be 
charging farmers ‘ta bushel per head” 
as an admission price to the local 
hockey games. A theater in an Alberta 
town invites the farmer ‘“‘to throw a 
sack of wheat into his sleigh and bring 
the family to the show.”’ The western 
wheat farmer, however, does not ap- 
pear to have been stampeded by these 
and other thoughtful offers with an 
advertising flavor. 
* * x 

In discussing the history of the 
early currency of the Dominion, it is 
interesting to note that to Canada, or 
‘“‘New France” as it was then called, 
falls the doubtful honor of having 
issued the first paper currency of the 





CLEARING HOUSE Thirty-one 


: MELLON } 
: TRAVELERS 


| CHEQUES 


Save your 








at 
at 
t 
: customers money 
ne 
or 
n- Mellon Travelers Cheques are popular with 
he 
ad bank customers wherever they are sold. Trav- 
cy 
le elers like them because of their easy negoti- 
se 
- ability combined with safety, and above all 
because of their economy... Mellon Travelers 
ps 
he Cheques sell for only 25 cents premium per 
ed 
d. 3100! Even though the cost to the traveler is 
ng 
<i less, the bank’s selling commission is the same, 
u 
a 50 cents per #100. Mellon Travelers Cheques 
a are issued in denominations of %10, $20, %50, 
$100 and $200. Neat little wallets with snap 
fasteners to bind the cheques are furnished 
with every order. If you are not already sell- CAPIT AL 
ing Mellon Travelers Cheques, write for fur- & SURPLUS 
ed 
ya ther details of our plan + + + + $2 a / 5 00,000 
e 
a” 
cal 
rta i 
va ; 
_ ELLON NATIONAL DAN 
ern | 
ap- 


“ PITTSBURGH, PENNSYLVANIA 


the 
L is 
or 
ed, 
ing 
the 








In writing to advertisers please mention The Burroughs Clearing House 








Thirty-two 











IN THE FACTORY, 
- THE _— coe 







































































-McBEE KNOWS HOW! 

















cBEE has made a first-hand study of savings 
bank machines right at the factories where 


they are made, right at their point of use 
in the field. 




















McBee knows savings bank machines . . . knows 
how they speed up operations at the teller’s 
window by providing machine-posted Pass Books 
with simultaneous posting of the Ledger Card and 
Journal and automatic proving of the posting 
before the depositor leaves the window. 



































McBee manufactures all Pass Books, Ledger Cards, 
Journals and equipment for the Burroughs Savings 
Bank Machine and backs each item with an 
unqualified guarantee. McBee men everywhere 
are trained in installing and servicing this 
equipment. 
































If you are contemplating a change in 
your Savings Department, why not call 
your local McBee office, or write direct? 
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continent. Little did the Intendant 
De. Meulles realize what he had 
started when in 1685, while Canada 
was under French rule, he stumbled 
onto this new medium of exchange. 
Running short of money to pay his 
troops, the resourceful Intendant cut 
playing cards in four and, marking 
them “‘good for four francs,” he ordered 
the merchants of the colony to accept 
them at their face value. The his- 
torians say that for a while this tem- 
porary currency was redeemed at its 
face value, but as no check was kept 
on its issue, it steadily depreciated 
until later only a portion of it was 
redeemed by the French court and 
that at half its face value. This cur- 
rency inflation is said to have pre- 
cipitated the first “depression” in the 
little colony —indicating that appar- 
ently the North American continent 
has been having depressions off and 
on for 246 years but has managed to 
make pretty fair progress meanwhile. 
* * * 

A feature of the magnificent new 
head office building recently opened in 
Toronto by the Canadian Bank of 
Commerce is the completeness of 
every department. The section where 
the business of brokers and bond 
dealers is handled is a complete unit, 
having its own counters, vaults and 
rest rooms. This same principle has 
been carried out in other divisions 


| such as the “paymaster’s department”’ 


where large payrolls are handled. The 
savings, safety deposit box and other 
departments are also self-contained 
units operating as specialized banks. 
The counter arrangement of the main 


| banking floor is planned to permit the 





segregation of the counter business 
and prevent congestion at the wickets. 
As a despatcher directs express and 
freight traffic, so an official will direct 
customers whose business will only 
take a few minutes to counters where 
the staff is prepared to give speedy 
service. Clients who have more com- 
plicated transactions will be directed 
to other counters where they will not 
interfere with the “‘fast moving traffic.” 
* * * 

In a recent review of Canadian 
banking, Beaudry Leman, president 
of the Canadian Bankers’ Association, 
refers to the establishment of the cen- 
tral clearing fund as one of the most 
important developments in Canadian 
banking during the past ten years. 
Prior to the creation of this fund four 
years ago, the four chief clearing 
centers in Canada — Montreal, Toronto, 
Winnipeg and Vancouver — settled their 
debit or credit balances by paying or 
receiving Dominion notes. Thirty-two 
other cities made daily clearings, 
settling their balances through the 
nearest chief clearing center, and 
small tributary points also cleared 
their items through these chief centers- 
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New Master Built Safe Deposit Boxes 
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Advantages 


Economy of cost 

. Quick additions as required 
Standard lock always available 
. A size for any space available 


. Filler plates to line up present 
boxes 


Immediate shipment 
Guard keys matched 
8. Satisfaction guaranteed 
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Best Construction 


1. Yale Double Nose Locks 

2. Heavy reinforced bond boxes 

3. Quarter inch case plates 

4. Three-eighths inch vertical 
partitions 

5. Finish optional, to match pre- 
sent boxes 


6. Numbering optional, impressed 
or number plates 


Lift off solid bronze hinges 
8. Half inch cold rolled doors 
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Issae Payroll Checks 
snstead of Cash! 


All progressive companies from the merchant in the 


small town or village to the largest corporation employ- 
ing thousands of people are rapidly adopting the check | 


method of distribution of pay rolls to protect themselves 


from the “hold-up” menace now sweeping the country. 

There is no better way to safeguard your pay roll funds 
than by issuing all checks on Gilbert Safety Bond, “The 
Safest of Safety Papers.” 


GILBERT 






SAFETY BOND 


Fill in the coupon below. It 
may be the means of saving 
you from substantial loss of 
funds and possibly life. 


GILBERT PAPER CO. 
Menasha, Wis. 


Please mail a copy of “A story of a Raised 
Check” without cost or obligation. 


Person__ 
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Under the new system, instead of 
balances being settled at Toronto, 
Winnipeg and Vancouver by Dominion 
notes, the clearing house managers at 
these points send a daily clearing tele- 
gram to a trust company at Montreal 
which acts as a trustee for all the 
banks. These telegrams contain the 
balances of the respective banks in the 
clearing for the day and the manager 
of the Montreal clearing house also 
advises the trust company of the bal- 
ances due in Montreal for that day. 
With the three telegrams and the 
Montreal advice, the trust company 
official makes the necessary entries in 
his books to cover the settlement of all 
the transactions made in every city and 
hamlet in Canada the previous day. 
Notwithstanding the millions involved, 
only one cash settlement is required 
for the whole of Canada and that at one 


| place, the trust company in Montreal. 


* * * 


In comparing the present-day atti- 
tude of progressiveness with the ultra 
conservatism in Canadian banking a 
half century ago, a veteran banker 
contrasts the manner in which two 
inventions, the telephone and_ the 
radio, were received. 

“In 1879 the manager of the Cana- 


| dian Bank of Commerce at Hamilton 


wrote to head office and asked per- 
mission to place his office in communi- 


| cation with the Dundas branch of the 


bank by means of the _ telephone. 
Records show that head office was 
cautious in the matter and rather 
dubious as to the value of the telephone. 
It was therefore specified that the cost 


| of the “experiment” should not exceed 


the annual expenditure of the branch 
for cab hire, livery and _ telegraph 
charges. “In 1931 a feature of the 
new head office building of the Cana- 
dian Bank of Commerce is that its 
designers have looked into the future 
when radio will become a much more 
important means of communication 
and the new office is completely 
equipped with radio throughout.” 
* * * 

A savings institution in a western 

Canadian city which distributes home 


| savings banks to customers, has found 


that without any solicitation its de- 


| posits from this source have averaged 
| $3,000 a month over quite a long 


period. In explaining this phenomenon 
the manager says: “Some years ago we 
decided to discontinue the issue of 
savings banks to customers and think- 
ing that the requests would fall off and 
the department die a natural death, 
we refrained from advertising or push- 
ing this feature of our savings service. 
We instructed our staff to fill requests 
but not to solicit new customers. To 
our surprise the department refused 
to die and instead has stabilized itself 
around $3,000 a month without the 
aid of propaganda. 
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The bed-head reading lamp 





LIGHT ON 
THE MYSTERY 


who couldnt sleep 


The house was hushed. Midnight had struck two hours ago. 
But still the guest in 1422 hunched wide-eyed in his bed. 

Wide-eyed and tense! For the shadows were peopled with 
ghosts and the thin wind at his window was an eerie voice. 

The curtain moved! He shrank back, and wouid have cried 
out, if his Better Judgment had not said, “After all, this is 
only a fictional murder you’re reading. You might be a little 
calmer until the mystery is solved.” 

And perhaps he was — a little. At any rate he turned back 
to his book and read on to the end. 

You may or may not be a mystery story enthusiast. Per- 
haps: your preference is for the gentler tempo of philosophy 
or biography. But if you do read blood-and-thunder thrillers 
far into the night when you’re away from home, there is no 
place quite as comfortable for doing it as your Statler room. 

There, even if the nerve strain is as bad as other places, the 
eye strain isn’t. For you can slip into your pajamas, settle the 
blankets over your knees, switch on the bed-head reading 
lamp, and have perfect illumination for the darkest plot. 

And these bed-head reading lamps do give abundant 
illumination. They are designed for that. When we first intro- 
duced them — and, incidentally, introduced them in every 
room, as we did the private bath, the cir- 
culating ice water, the radio—we saw to 


it that they had the quality we give our 
guests in service, hospitality and equip- 
ment—a quality that even world-travelers 








a ppre ve, 


attached to every Statler bed is 
built and placed to give ample 
illumination without glare. 
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Who Pays Your Salary— 
and What For? 


(Continued from page 23) 


while we are discussing the need 
for a service of fair play for all, let us 
touch upon the question of a banker's 
likes and dislikes. A banker above all 
other business men cannot afford to 
let his likes and dislikes influence his 
attitude toward his clientele. The 
best way I know to insure fair play 
with equal consideration for all alike, 
is for our bankers to cultivate a sense 
of fairness toward others —never failing 
to respect their rights and opinions. 
A customer’s political or religious 
affiliations, or his views on the pro- 
hibition question, or the fact that he 
disagrees with his banker on any 
question which does not concern honor 
and integrity, are not in point and 
should not be held against him. 

And now let us take a look at a few of 
the seemingly unimportant things in 
the life ofa bank. Consider, for example, 
little mannerisms of employees —the 
way a customer’s pass book is passed 
back to him. I mention this because 
it is often overlooked. That customers 
are observant, and watching and 
studying every move an employee 
makes while serving them, all will 
agree. As a rule, they have nothing 
else to do while waiting to be served. 
For an employee to toss a pass book 
down on the ledge before a customer 
instead of passing it back to him, is cer- 
tain to create a bad impression, and yet 
it is done repeatedly in many of our 
banks. Let an employee be too abrupt 
in his statements or in his actions and 
his conduct is invariably resented by 
patrons. Of all businesses, banking 
should stand at the head of the list in 
business politeness and business ethics, 
and yet when one “tunes in”’ figura- 
tively speaking on the firing line in 
almost any bank, he is amazed with 
the neglect of such expressions as 
“please” and “I thank you.” The 
truth is that under the pressure of 
business, such terms have gradually 
been dropped from the banker’s vocab- 
ulary. Unfortunately, too few of our 
bankers are making as much use ol 
such expressions as would be to their 
own advantage. It costs nothing to 
show one’s appreciation. A _ service 
that is punctuated with “please” and 
with “I thank you,” will command 
the respect of every customer of your 
bank, regardless of the environment 
in which he was reared. 

A point that is too often overlooked 
is the fact that patrons who are hard 
to please are contributors to a bank’s 
salary account. In the final analysis, 
the only real test of the quality of a 
bank’s service is whether or not it 
pleases customers who are hard to 
please. If it adequately and satis- 
factorily handles the hard cases, we 


—r_y 


—F 6 


THR = = 


ee ee 


a ae a eee ee ae a ee Y 


S CLEARING HOUSE 























Thirty-seven 
= may assume that the same service is 
pleasing customers who are easy to 
satisfy. 7 . a? | 
And here is another point that at & in 
od receives but little consideration in the 
us average bank and still the very life of 
ng a bank hinges on it. Old customers 
all die or move away. Unless new recruits Z A) : 
to step up and take their places, a bank’s 
nis business is sure to decline steadily and 
he salaries decline with it. 
vam According to law, a bank is under 
ce. obligation only to its own customers. 
ae This fact has so permeated our whole 
ng banking fabric that the tendency is to 
as. regard strangers as persons not entitled 
us to favors from a bank —they are out- 
rO- siders. This attitude toward strangers 
he ought not to exist if banks are to 
ay prosper to the fullest extent. 
1or 
nd T? all those on the firing line in our 
banks, let me say that the future 
of prosperity of our banks depends very 
in largely on these strangers. As old 
yle, customers drop out one by one, their 
the places must be filled by strangers, 
sed for there is no other source from which 
use new depositors can be recruited. In 
ers fact, old depositors were themselves 
ind strangers to the bank at one time. 
vee [— Strangers today will become the old 
will depositors years later if treated as a 
ing guest the first time they call. Whether Me: 
ed. they come to obtain change, get in- HAMMERMILL | 
0k formation, ask advice, or to cash a 
ner travelers check, it will pay you ten- MEN 
er- fold to serve them to the best of your 
yet ability. Whether or not they return MAKE IT 
our again will depend on how they are 
upt impressed by your service the first 
and time they called. Let me repeat— | 
by a bank must depend on strangers for 
ing fits recruits to fill places left vacant by | 
t in old customers. If it fails to attract — 
ies, } these strangers it will not prosper and | ee AMMERMILL.” for instance. For 
ira- salaries will decrease. Employees on | H 
» in the firing line can help their respective years, that name has meant 
vith | banks to grow and expand by showing dependability in bond paper. 
as every reasonable consideration to the Now it means dependability in a 
The requirements of strangers the first lower-priced bond, too. For Ham- 
' " lime they call. , ; mermill men have made a new in- 
ally In serving the public, those who ‘ _ 
cab- form the point of contact must be on expensive paper which you can 
our guard against the acceptance of un- quickly identify by the watermark, 
e of profitable business, for, as stated “Management Bond—a Hammer- 
heir before, salaries are paid out of income mill Product.” 
g to § from profitable business. Unprofitable Wisks culses cud while te the fall 
vice business not only doesn’t pay salaries 5 ‘ : 
and but it reduces the amount that is range of usual commercial weights. 
and available for salaries. The same Your printer stocks Management 
your applies to dangerous business. The Bond, or can get it for yau promptly. 
nent cashing of worthless checks reduces 
bank income. Wasteful and extrava- 
»ked gant habits in the use of bank supplies gia is ait aia 
hard indirectly cuts down salaries. — 
nk’s A bank may have an enviable Dee yard the er eps ye cra Bond 
ysis, history running back fifty years, and ee ee hee 
of a it may have a large capital, and SERRE Se SD EL ees 
yt it spacious and elegantly equipped quar- 
1 to ters, and it may advertise that it is Position.....20--0cececeesoseeeeesecececeees 
atis- the oldest and largest bank in town, ATTACH THIS COUPON TO YOUR OFFICE LETTERHEAD 
, we and still salaries may go down, if there 
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is absent in that bank a service to 
patrons which makes for a bigger and 
more prosperous business. 

“Who pays you your salary and 
what for?” can be summed up in a 
few words. Your patrons pay your 
salary, and they pay it for the best 
service of which you are capable. 
Nothing less than your best will do. 
Boiled down, salaries are determined 
on what your service is worth—not 
to your bank only but more specifically 
to its customers. You help yourself 
and boost your salary only when you 
help your patrons most. 


Helping Them Over the 
Hard Times 


(Continued from page 14) 


helped him analyze his fixed expenses, 
chart his course, and get something 
ahead for rainy days. 

So much is standard practice; you 
find this sort of thing any year. 

But the year 1930 has brought 
forth a new problem, which the Home 
Savings Bank has contrived to meet. 

**We have a new class of people who 
need budgets. Always we have had 
people who made $100 a week and were 
spending $110 or $125 or $150, but 
now we have people who formerly 
made $100 a week and now get only $50. 

“Theirs is a keen and difficult prob- 
lem. Their income is cut in half but 
their living expenses go along on the 
same high level. Something has to be 
given up, but only a wise man can 
tell what. 

“The first impulse is ‘We can move 
to a cheaper neighborhood and save 
quite a little on rent.’ But we try to 
argue against that hasty step, because 
it means sacrificing all one’s friends, 
all one’s associations, and sentencing 
oneself to a grim life of solitude at a 
time when friendly encouragement is 
badly needed. If some way can be 
found to let them stay where they are 
and reduce expenses in some other 
way, that may be better. 

“Of course the children are a problem 
when father has his pay cut. Perhaps 


| they must take Junior out of private 


school, and that’s an embarrassment 
and a hardship. Perhaps little Mary 
Virginia will have to wear cheaper 
dresses, and that’s going to hurt. 
These things have to be faced bravely. 

“Even more difficult than the mental 
suffering caused by changing schools 
is the actual daily punishment involved 
in letting a servant go and doing the 
housework and cooking alone. Many 
a woman whose husband faces a slim- 
mer income these days actually does 
not know how to cook or keep house. 
We can’t teach her to cook, but we 
can and do set her on the track to find 
out. 





“Oh, yes, budgets are very much in 
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CLEARING HOUSE 


style right now. And a savings bank 
is the place to come for one. We find 
that people are glad to invite our help 
because some friend of theirs has tried 
us and has been helped to pay his bills. 
So if we can start new savers to saving, 
and can turn a hopeless and almost 
bankrupt family into one that is paying 
cash and living within its means, that’s 
a mission we are proud to perform.” 

The 1930 slump has also demon- 
strated in this bank the usefulness of 
school savings. 

Back in 1911 when the school sav- 
ings idea came to Boston, there was no 
excitement over the idea, and no 
competition as to which bank could 
have the business. No bank but the 
Home Savings asked for it. The thing 
was either a nuisance or a joke, and it 
didn’t then matter greatly which. 


Today, with school savings in eighty- | 


five schools and more than 40,000 school 


depositors growing up with bank books | 
of this bank among their cherished | 


possessions, the situation has a different 
face. School savings today would be 


an attractive plum for many a savings | 


bank. The Home Savings Bank, real- 
izing this, has set itself to be doubly 
aggressive and efficient. 


Improvements in methods have 


lifted much of the clerical work from | 


the teachers and put it on the bank. 
A new miniature bank book, 


integral part of the holder, show the 








with | 
deposit slips of reduced size made an | 





school children that their pennies are | 


every bit as important in the bank’s 
estimation as are the larger deposits 
of grown-ups. A special development 
puts the interest in as a separate item, 
instead of bunching it in with the 
next deposit: the bank wants each 
child to see for himself that his interest 


is properly credited, and that it is 
labeled interest. 
LTHOUGH no prizes are given, 


many schools have come to be 
listed as “100 per cent schools” 
matter of children’s savings accounts. 
Every so often a mimeographed house 
organ to teachers carries the news of 
activity in this department. There’s 
an atmosphere about the whole de- 
velopment that “this is fun.” 
And the results? 
_ “The first benefit from school savings 
is the tremendous good will involved,” 
Says Miss Curley. “It makes friends 
lor us and produces helpful publicity. 
“But the rewards are more tangible 
than that. We have seen many a lad 
carry his school savings account 
through grammar school, high school 
and medical college until he gets out 
and starts practicing for himself. We 
have seen youngsters who could not 


have bought their graduation dresses | 
if they hadn’t saved the money for | 


themselves and had it in the bank. 
No doubt some of the children who 


in the | 
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EVERY CHECK OF YOURS IS A MOVING ADVERTISEMENT... 
a continuous reflection of your service and standing ... as it 
passes down the line of customers and contacts. 

And that reflection is a favorable one, if your check is well 
designed and produced on La Monte National Safety Paper. 
With your name and emblem incorporated into the La Monte 
background of color and distinctive wavy lines, your check has 
individuality. It stands out. With La Monte’s safety ... crispness 
. smartness, your check has character. It does its duty. 

You can put La Monte to work for you . . . capture the 
goodwill and appreciation of your customers with La Monte 
checks. And we'll gladly help you. Ask us for samples of La 


Monte Paper ... in all its attractive tones ... and for help in re- 


designing your check. Our service is free. 


61 Broadway, New York. | 


George La Monte & Son, 
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THE BURROUGHS 


started ‘saving with us in 1911 are 
today urging their children to bank 
with us too. Nineteen years has seen 
the idea make thoroughly good. 

“Children are good boosters. We 
have had cases where some child’s 
father has come to us and said ‘I want 
to have a savings account where Billy 
has his school account.’ Often the 
father is a foreigner. But the more 
foreign he is, the larger his deposit 
is likely to be! 

‘During unemployment days these 
school savings accounts were a godsend 
to many a family. Even the young- 
ster’s pennies helped get the parents 
through a lean year. We had many a 
case where a tearful father would say 
‘T’ll leave one cent on deposit here, 
to keep the account open, and we'll 
put it all back just as soon as we can.’ 
The one cent minimum seems hardly 
sufficient to carry an account on our 
books, but it helps. It shows the 
child we haven’t forgotten him, and 
also saves us the expense of canceling 
the account and later issuing a new 
pass book. Those things are important 
too.” 











SPEAKING of accounts opened by 
foreign-born residents, or persons of 
certain faiths, the Home Savings Bank 
finds its services employed for a 
unique purpose. 
“‘Members of certain faiths have a 


v Scheme. : Fs ; hay One of a nation-wide chain 

ee Ri te : : of A. D. T. Central Stations 
where alarm signals are 
received and where armed 
guards are ready to in- 
vestigate. 





HE buzzing, grinding of a drill; the tap-tapping of a 

hammer; the roaring of a blow-torch—any disturbance 
upon the surface of the vault attracts the sensitive ‘‘ear”’ 
of PHONETALARM. This super-sentinel of bank vaults 
electrically “‘hears” every sound and silently “‘phones” a 
warning through the A.D.T. Central Station to authori- 
ties. Marauders are unaware of this silent summons for 
police and A.D.T. operatives—capture is practically 
certain. 


Give your vaults an extra measure of protection—with 
A.D.T. Central Station PHONETALARM, available in 
all of the larger cities of the U. S. You will instill added 
confidence in users of your vaults. Write for details. 





rule that they must be buried before 
sundown,” explains Miss Curley. “If 
they carry insurance, they know the 
policy cannot be paid for several days 
or a week following death. So many 
of them carry a savings account, which 
they know can be drawn on almost 
immediately. 

*‘We have a few cases where a man 
has set up a savings fund in the name 
of himself, his wife and all of his chil- 


dren, just to provide for funeral ex- 
penses when need comes.” 

Budgets and school savings —we’ve 
come to think they were transitory or 
trivial. The first started with a bank 
and died out. The second is not 
always regarded seriously. 

But you can credit the experience 
of the Home Savings Bank that its 
budgeting service is winning important 
depositors to it at a time when savings 
| have been going down rather than up. 


THE BURROUGHS or as for wares a. this bank 
CLEARING HOUSE is enthusiastic about that. necessary 


evil? <A costly toy? An unappre- 
Cuclaies we every bork ciated service to the community? Far 
in the United States and 


from it! Like the pennies that built 
the Woolworth Building, the savings 
Canada. » » » » of Boston’s school children loom large 
Its rate for advertis- 
ing 1s the lowest in 


in the local scheme of things. At the 
Home Savings Bank these 40,000 
THE BANK VAULT INSPECTION Co. the banking field. » 
ley 5 Seurmtermsrncer 03) | 









CONTROLLED COMPANIES O 


“AMERICAN DISTRICT: 
SSE Ne OO) AN DY 


155_STXTH_ AVENUE - NEW YORK NY 
65102 











The Bankers’ Electric Pro- 
tective Association, through 
its affiliation with the nation- 
wide A. D. T. organization, 
now offers unsurpassed Local 
Bank Alarm Service, available 
through all A. D. T. aoe 
Write for descriptive bulletin, 


























ORIGINAL 








NIGHT DEPOSITORY 


| 
| 
ee | 
| 


children’s pennies are something to 
watch over; something to regard with 
||| pride. For if evidence had been needed 
_| | to show the sense in teaching kids 
banking, the year 1930 has done It. 
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CLEARING HOUSE 


What Price Service ? 


(Continued from page 12) 


used, we recommend the following: 
Schedule of Service Prices 

(1) Deposits—5c each. 

(2) Checks drawn on bank of deposit— 
314 cents each. 

(3) Transit checks deposited—1 34 cents 
each. 

(4) Clearing 
cents each. 

(5) Collections—25 cents each. 

(6) Cashier’s Checks or Correspondent 
Bank drafts—10 cents each. 

There is no question that the applica- 
tion of the above plan, even to non- 
interest accounts alone under $5,000, 
would save Detroit banks thousands 
of dollars per year on business now 
being carried at a loss. The plan is 
obviously equitable to the depositor 
in that it provides him exactly the 
same compensation in services that is 
paid in cash on interest accounts. 

The further extension of the plan 
to all non-interest accounts, regardless 
of size, would effect a substantial in- 
crease in the amount saved. 

Applied to interest accounts, the pro- 
cedure would be to credit the account 
with interest computed on the entire 
loanable funds and charge the account 
with services used. In fact the ideal 
“measured service’’ plan would be to 
apply this simple procedure —crediting 
interest and charging for services —to 
all accounts regardless of size. This 
would be fair both to the depositor and 
the bank and far more accurate in its 
results than the present haphazard 
method of offsetting activity costs by 
setting up arbitrary “free” balances 
or adjusting the interest rate. 


checks deposited—1 4% 


THE adoption of the plan in its en- 

tirety would establish a uniform and 
standard price for demand deposits — 
would eliminate a great majority ol 
“unprofitable accounts” —and would 
render the expense of account analysis 
as now recognized, entirely unneces- 
sary. 

Money is the raw material of bank- 
ing. We receive this raw material 
from our depositors, paying them in 
“cash” or “services.” If we paid 
nothing but cash, in the form of inter- 
est on deposits, the problem would be 
simple. We would have to pay the 
“market price” just as though we were 
buying any other commodity and this 
price would undoubtedly be fairly uni- 
form to our sources of supply. But 
this is exactly what the proposed plan 
will accomplish —the establishment of 
a uniform price for deposits. Why 
then should we be particularly inter- 
ested in how much profit is made on 
any individual ‘“‘purchase?’”’ Would 
not our problem, so far as any analysis 
of our business is concerned, resolve 
itself into one of finding ways and 


1200 


AT YOUR 
SERVICE 


Forty-one 














Corner of Clearings Department— 
Central Trust Company of Illinois 


ke THE 49 departments of 


Central Trust Company of Illinois, the Chicago 
office for your bank, are 1200 trained and expeti- 
enced officers and employees eager to serve you in 
every banking capacity. Were you here personally 
to direct their activities, you could expect no 


greater cooperation. 


Every department is keyed to handle your business 
accurately and expeditiously. Our Clearings Depart- 
ment, closely functioning with the Chicago Clearing 
House, is one of our vehicles of quick service at 
your constant command. 


CENTRAL [RUST 
COMPANY OF ILLINOIS 


208 South La Salle Street 
CHICAGO 





The CENTRAL Group 


Central Trust Company of Illinois 
Central-Illinois Company 


Central-Illinois Securities Corporation |') 
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means of reducing our total operating 
costs and other expenses so as to 
increase the spread between our “‘buy- 
ing”’ and “‘selling”’ price? 

Or —putting it another way —if, by 
the application of such a plan as is 
proposed, we succeed in establishing a 
uniform “buying” price for our raw 
material, then does it not follow that 
our earning rate per thousand dollars 
of deposits will be the same for all 
accounts? Under these conditions 
what possible advantage will accrue 
from working out a separate profit and 
loss analysis of individual accounts? 

Such a “measured service” plan 
should be sold to depositors on exactly 


the same basis as though we were 
buying any other commodity from 
him. The market price of the thing 
he has to sell is a known quantity. 
We are glad to pay this price in either 
interest or services. If the value of 
the services we will be asked to render 
is more than this price, it is only fair 
that he should pay us for the excess. 
Why should he be interested in what 
it costs us to convert his money into 
loans or other investments? That is 
our problem. Certainly if we do not 
make a satisfactory profit after buying 
our raw material at the market, our 
problem is one of putting our own 
house in order. 


In writing to advertisers please mention The Burroughs Clearing House 








Forty-two 





ES a sss 


\ 
\ 














Perfect Lawns 


OD in six weeks! A rich, velvety stretch 

of lawn that chokes out weeds before 
they can grow! A deep, thick, uniform turf 
that’s everlasting. With proper care no re- 
seeding is ever necessary. Grows readily 
anywhere except in the extreme South. 


The New Super-Lawn 


Instead of sowing seed you plant stolons or the chop- 
ped grass —and in a few weeks you have a luxuriant 
lawn like the deep green pile of a Turkish carpet. 

Read all about this unusual grass in our illustrated 
booklet, ‘‘Bent Lawns.’ Write for free copy today. 


OM Scott & Sons Co. 


208 Main St. - Marysville, Ohio 











KEEPS OUT 
THE RAT. 


**Nix on that one, pal—there’s easier pickin’ 
down the street.’”’ 
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"THus does the bandit himself appraise 
Federal Gas Hold-up Protection. He will 
not venture where danger of defeat and cap- 
ture lurks. 
Federal Gas commands such respect from the 
underworld by virtue of a five-year record of 
frustrating hold-ups and burglaries. 
the counter-surprise that “‘traps the rats.” 
Make your bank immune from bandit attack 
by installation of this modern protection. 
Don’t gamble with your life or the lives of 
patrons by delaying protection plans. Federal 
Gas protects employees, patrons and money. 


It is 


Twenty-five Percent Reduction in Hold-Up Insurance 
Premiums is Guaranteed to Banks Using 


Federal Gas Protection 


FEDERAL LABORATORIES, INC. 


185 Forty-First St. 


Pittsburgh, Pa. 
(Write Dept. BCH 3-31) 


Steel Cabin 








can’t be found? 


“Bound 
. Papers are saf, “ 
this safety right Pred a Carry 


filing cabinets 










ACCO FASTENE a 


Note To: Presidents, Sales Mgrs. ,Credit Mgrs.,Production Mgrs.,Ad- 
vertising Mgrs., Research Mgrs.,Accountants of progressive concerns. 





| NEW CHART SYSTEM -?)ejatcest 


Leading concerns have 


| uiuce HELPS CONCERNS #32 {i 


voretey ged 4 24 past 10 days. 
experts have designed 2 

Instant Use Chart Forms, PLAN FOR 1931 
making it easy to picture 

therelation offigures Of great value in making future plans 
Send $1.00 for complete sample set and a copy of our booklet, 
“Better Foresight,’’ Gescribing ways to use each form. 
Business Charting Institute, 1805 Tribune Tower, Chicago, Il. 





Perhaps your problem is not one 
of expansion at the present. It 
will be in the future. 


“The Fundamentals of Good Bank Building” 
by Alfred Hopkins of 
HOPKINS & DENTZ, BANK ARCHITECTS 
NEW YORK, N. Y. 


Published by BANKERS PUBLISHING COMPANY 


In writing to advertisers please mention The Burroughs Clearing House 





THE BURROUGHS 


Trust Business— 
By Solicitation 


(Continued from page 16) 

the eyes of a superior and can be fairly 
well controlled. Selling, on the other 
hand, cannot be supervised because it 
is not performed under anyone’s super- 
vision. Noone can see how a salesman 
does his work, or whether he is work- 
ing —as works, for example, a machine 
operator, who can be observed at his 
duties. Consequently some means has 
to be devised that will oblige him to 
manage and supervise his own efforts, 
in response to an incentive to over- 
come the natural human inertia and 
his disinclination to approach strangers. 
Payment based on results has been 
found to be the answer and this is 
gradually being recognized in banking 
also. 

The most frequent form that this is 
taking at the present time is a salary 


| adjustment at the end of the year in 
| the form of a bonus or increased salary 


during the next year. The great dif- 
ficulty with increasing a salary is that 
it is not possible nor desirable to in- 
crease a salary materially for only one 
good year’s work; once increased, the 
salary does not provide the same in- 
centive as if it had to be earned again 
that year in order to get it. Also it 


| permanently increases the payroll with- 





out relation to the amount of business 
obtained. On the other hand, a reward 
for extraordinary years by means of 
an extra bonus and a small permanent 
increase in payroll, produces only 
dissatisfaction. 


T! 1E percentage of permanent income 

varies from 60 to 90 per cent of the 
total income in any one year, the 
amount of the extra compensation de- 
pending on the volume of business ob- 
tained, the profitableness of the busi- 
ness, and the effort expended to get it — 
independently or with the help of some 
officer. A rough scale has been worked 
out and is considered fairly standard 
all over the country for the payment of 
trust business: That for every $1,000 
of salary, between two and _ three 
millions of business should be obtained. 
This holds good up to $5,000. Above 
that, special arrangements are made, 


| because there are few trust salesmen 


who produce more than fifteen millions 
per year outside the large cities —and 
even there they are the exception 
rather than the rule. 

In order to avoid misunderstanding 
because of the difference in the use of 
terms, we mean, when referring lo 
volume of business in this discussion, 
the value of the property that will pass 


| at some time through the trust depart- 
| ment. 


Some organizations count, for 
instance, an executorship and trustee- 


| ship under a will of a man worth one 


million as representing a volume as 


Se ae ee aS ee ee.  lUr hl”) lhe 


in 
ry 
jif- 
lat 
in- 
ne 
che 
in- 
ain 
pt 
th- 
ess 
ard 

of 
ent 
nly 


me 
the 
the 
de- 
ob- 
usi- 
it — 
yme 
ked 
lard 
t of 
000 
hree 
ned. 
ove 
ade, 
men 
ions 
and 
tion 


ding 
se of 
g to 
sion, 
pass 
part- 
, tor 
stee- 
, one 
ie as 


CLEARING HOUSE 


high as $1,800,000, on the theory that 
80 per cent of all property will go into 
trust. Even though everything is to go 
into trust under the man’s will for his 
wife and children, this assumption is 
not necessarily correct because the 
testator may be the last of his family 
to die and nothing will go into trust, or 
the children may have reached an age 
where distribution of the principal has 
to be made immediately on the death 
of the testator. Further, there are 
always payments of taxes, debts and 
administration expenses. Government 
records from over 30,000 estates show 
that this alone accounts for a shrinkage 
of 18.49 per cent; also payment of 
bequests would cut the amount that 
goes into trust and it would seem to be 
quite optimistic to estimate that more 
than 50 per cent of the property ad- 
ministered by the trust department as 
executor will stay under trusteeships. 
Since no exact figures are available, or 
even figures that would give us an 
approximate idea, it is much better not 
to use any figures. 


The Facts in Bank Man- 
agement 


(Continued from page 25) 


4.73 per cent per annum on the book 
value of their stock. 


What Should A Bank Earn? 

Exclusive of profits and losses on 
securities and loans, trust department 
operations, safe deposit operations and 
other items of an extraneous nature, a 
normal bank’s earnings should equal 
the three following factors when added 
together: 

lst —5 percent on total stockholders’ 
funds. 

2nd—1% per cent on all demand 
deposits. 

3rd—41% per cent on time deposits 
less the rate of interest paid thereon 
(namely, 3 per cent, 314 per cent, 4 per 
cent or whatever the rate may be). 

Very few banks will match these 
earnings and still they are merely con- 
sidered normal, and considerably below 
that which is earned by the better 
operated banks that know how, why 
and when they earn a profit and insist 
on their fundamental right to earn a 
profit. Too frequently, a bank assumes 
the attitude that profits are something 
that will take care of themselves and 
that the major duty of its management 
is lo render a service and grow. Fun- 
damentally, it is absolutely necessary 
that profits be earned if a bank is to 
continue successfully as a sound insti- 
tuuon and provide ample protection 
lor its depositors and stockholders, at 
the same time paying its stockholders 
a return commensurate with their in- 
Vestment and risk assumed. 
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Makers of a 
Complete Line 
of Metal Desks 


$45.00 


PACIFIC COAST 
POINTS, $48.50 











SsTEELCAS 








Forty-three 


UNITED 


The Steelcase Calculating Machine Desk was designed 
and built for one purpose only—to make the calcu- 
lating machine and its operator a more efficient unit. 


In steadily growing numbers “Big Business’—and 
small business too—is installing Steelcase Calculating 
a Machine Desks. They pay for themselves in time 
eS saved and increased accuracy. Your calculating 
machine operator will ‘‘rave’’ over this fine aid be- 


cause it means extra speed with greater ease. 


Steelcase Calculating Machine Desks are demonstrated 
and sold by good office equipment dealers everywhere. 
See your dealer or write to us for full information. 


METAL OFFICE FURNITURE COMPANY 
1477 S. Division Ave. 


Grand Rapids, Mich. 
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47 SIZES — LOWEST PRICES 
Sample on Request 


STRAYER COIN BAG CO. 
New Brighton, 30 Church St. 
Pa. New York City 
California distributor: 
Banco Corporation, Ltd., San Francisco 













NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 


“‘Worth Your Consideration’’ 
Pats, Pend. 
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Victoria Venetians 








Victoria Venetians in the 
National City Bank Bldg., 
Cleveland, Ohio. 











shut out glare. 


THE BOSTWICK-GOODELL CO. 
‘Blinds since 1894 
Norwalk, Ohio 


waits Othe a 
icTORIA @& 


“ALWAYS READY TO SERVE 
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CONTROLLED 


SUNLIGHT... 


UNLIGHT is soft, golden and mellow when 

it comes through Victoria Venetian Blinds. 
The glare is gone yet the volume of natural 
light is not diminished. ( And the ventilation 
is better, too, for the air is deflected upwards. 
Drafts are avoided . . . no disturbance to papers on your desk. 
@ What a practical solution of the sunlight and ventilation prob- 
lem! For offices, banks, schools, apartments, residences, the use 
of Victoria Venetians is constantly increasing because of their excel- 
lent service, simplicity of operation and saving in costs. “Better 
Daylight” tells the story. It will pay you to send for a copy. 
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Yon Is $60,000 


(Continued from page 18) 


| could hold my head up in this village 


and me in all the ladies’ clubs, 
es eae 
‘“l’ve a good mind to,” stated Mrs. 


| East, lifting her voice. 


“He don’t know forsure . . . he 


| only suspects it,” argued Mrs. Sargent. 


“If I ever do get over to London 
once,” raged Amelia East, “‘well, don’t 
worry . . . Pll know my London!” 

These last words went straight 
through the screen door into the 
kitchen, then out of the rear screen 
door of the kitchen and into Mr. 
Clutchbill’s left ear as the old gentle- 
man ambled past the back stoop on 
his way home by way of the back yard 
gardens. 

He halted with quivering goatee. 

“Yes,” came Clemie Sargent’s voice, 
“once we actually get to London and 
back, we could face’em . . . they’d 
have nothing on us then.” 

Mr. Clutchbill sat down gently on 
the top step of the back stoop. 

“It’s only next Wednesday we sail, 
thank heaven,” came the voice of Mrs. 
East. “I shall take the money down 
to Boston on the way. No knewing 
what'll happen before we get back in 
the fall.” 

‘“‘Now, Amelia, the bank is safe 
enough here. Think of me. And 
think of being able to come back and 
call around on the club ladies : 
how can you resist it? —all of ’em sit- 
ting with their eyes hanging out in 
envy. You'll want to come back for a 
spell, maybe all winter.” 

“Huh, well, I don’t know.” 

Mr. Clutchbill chewed gently on his 
gums and waited for more. Suddenly 
he realized Clemie Sargent’s rocking 
chair had stopped its ceaseless rocking. 
There was a footfall. He rose in quick 
alarm and bumped into a wash basin 
hanging to a post of the back stoop. 
It dove to the floor and sent up the 
scream of a dying puma. 

Mr. Clutchbill sailed out over the 
back steps with one wing beat. Five 
serious straddles brought him to the 
woodshed door. He ducked in. 

As his coat tail snapped out of sight, 
the screen door flew out on the back 
stoop. 

“What for mercy sakes!’ yelled 
Clemie Sargent’s voice. 

“What is it?” gasped Mrs. Amelia 
East, charging through the door. 

“The wash basin . . ._ it’s been 
knocked off!’ Clemie Sargent lowered 
her voice. ‘Suppose some tramp has 
ees 58 

“Sh-h!” Mrs. Amelia East looked 
cautiously around the corner of the 
stoop. “I’ll bet that old friend of 
Se 2k 4S 

**Fiddlesticks, he’s been gone a long 
time,” said Mrs. Sargent. 





“Well, I can tell you this: some 
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human knocked down that basin, and 
if it was that old banker, he knows now MII orn 
what he suspected before.” LINEN IM EEN | 
se “Don’t be silly.” i e| 
S, But Mrs. Amelia East made a $| 
thorough investigation of the grounds u A S| 
S. before she went in. a EIGHT V ULT DOORS S| 
During this time Mr. Clutchbill had 2. 2 
he been pane like an Egyptian mummy si. O the impressive list of York Vault installations, the : 
te leaned against the wood pile in the gl! name of another great financial institution is 5 
yn shed. When he heard the screen door ah added. The equipment in this instance includes eight {s 
"t slam the last time, he popped up his > vault doors, each 18 inches in net solid thickness, four | 
. head like a partridge and looked , of which have just been installed and four are about to | 
ht around. He was rewarded. The latch be installed in six branches of the Is 
he suddenly clicked once on the door to CENTRAL HANOVER BANK AND TRUST 16 
en the woodshed. The door opened and ie 
Ir. Amelia East looked down upon him. \ COMPANY Q 
le- She recoiled a step and jerked up Kg % NEW YORK CITY 3 
on her eyebrows. ; ; y located at 5 
rd Oh,” she said politely. Broad Street 
“Well, that’s certainly queer,” said Church Street i 
Mr. Clutchbill, peering around the dim 34th and Madison Ave. s 
ce, corners of the woodshed. a. \2 
~ Pig _ ve queer, isn’t it?” glowed \\ 42nd Rae fn al on : 
y rs. East softly. SN ‘e 
“T was sure Heliotrope ran in here, RS pst 7 sence sy ake lz 
on and I was trying to get neighborly, S| NS remodel | bank vaults are in- if) 
seeing I’m going to keep him while yy De = Fmtegract yonntcmtn ae k 
ail, [| Clemie is away.” Vane =e | 
Irs. ‘“‘Heliotrope is asleep in the kitchen, Hy) » i vaults yet designed. \e 
wn Mr. Clutchbill. I think I shall call at Y] CRN iE 
ing the bank this afternoon you'll Ni hE SAFE bag co : 
- in be there, I expect.” Th WN YQ SD | ’ P 
“Amelia, who you talking to?” | ibs aN \\ York, Pennsylvania 
safe came Mrs. Sargent’s voice from the ~ ORAL \ Branches in Principal 
{nd distance of the veranda. iF aa SH N _— 
- al | RS daNa Lf 
- MB. Clutchbill seized the opportunity Ry RAN 
sit- to escape. He marched grimly home- “Ip Ba 
L in ward through the vegetable gardens. DY Dy 8d 1, 
or a When he reached his own back veranda ; Se 44 
he took off his battered straw gardener’s at a 
hat and slammed it on the floor. For : 
\ his the most part he sat silently thinking, 
enly but once he muttered out loud to him- 
king self: “If it hadn’t been for that hell- 
ing. hollering wash basin but it’s 
uick all over now.” 
asin In the early afternoon he went 
OOP. straight to the bank and paused at the = 
the desk of Cashier John Atwood. 
“John,” he said as though just going aE CaaS 
the under the knife, ““make out a draft _— 
Five for $60,000 to Amelia East and bring 
» the it into the directors’ room.” 
ight “Oh, my Gosh! is she going to take 
ight, it?” John’s ears fell as he thought of 
back What the bank’s city balance would VENO DEPOSIT SLIPS 
d look like when the $60,000 hit it. eisieies ba - pg — a Padua Protects Against 
- “Make it out and bring it in,” said Large quantities as low as 34c. Hold-Ups and False Alarms 
elia Mr. Clutchbill again like a ruined | Other specials—Panolith Safety Checks. Biz- 9 baliage leeeens eileen aaah 
- man. : : Your own eumenennals mages sheet. false alarms is absolutely required. 
— he. was nearing two o'clock before Write KLINGSTEDT BROTHERS, Canton, 0. _. record of gens rigg ten een 
ase irector Clutchbill heard Mrs. Amelia te imagy begun ad et ety 00 
seg East’s voice in the lobby. He threw manintans. Write us. ne 
y= open the door of the directors’ room N t M ts " a 
oked and bowed her in. ex on . 
, Mrs. East sat down and threw back & 
yf the her T S ‘with ah as ’ ~ L d 9 e— 
nd of hs d eo : wag - Cl poet peed - et S ce on on ge coon ayaa 
ee een a ae = (a travelogue) PADUA Hold-Up Alarm Corporation 
a long “We an eye. ta ; : 65 Seneca Street Cohoes, N. Y. 
ell I guess we both have — — with 
sail something we wouldn’t care to turn | + Fred Copeland 
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NEW CASH MACHINES 


A distinct advance, applying new principles and 
new features to the registering and safeguarding of 
cash. ** Absolute protection together with ¢greater 
speed and ease of operation. Made in a variety of 


styles to meet the requirements of different types of 





business. « Surprisingly low prices for all models. 
Full information including descriptions, prices and 


terms may be secured from the local Burroughs office. 
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One of many styles designed for the 
automotive business. It designates 
the commodity sold, cash or charge, 
and provides separate totals of 
quantities and amounts 








Important Advantages. 


locked-in totals under owner's control . 


amounts . 
tape. . 


. separate totals 
. enforced 


identification of 


A few of the many styles of Burroughs New Cash Machines 


Every sale printed and recorded . . . 
. totals of quantities as well as 
of cash sales and charge sales . . . detail 
clerks . . . validates paid-outs 


or sales tickets . . . totals each customer’s purchases, furnishes 
receipt . descriptive keys . . . easy key depressions . . . hand 
or electric models . Tequires minimum counter space . . . colors 


to harmonize with surroundings. 
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Increases efficiency and reduces fatigue in office 
work. The support for the back—at the exact spot 
where the spine needs support—is an extremely 
important factor in the promotion of health, vigor, 
alertness and efficiency. 


All metal construction, easy adjustment without 
tools, ball bearing swivel and thick cushions are a 
few of the features of the Burroughs Chair. For 
more information call our local office or write to 
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over to the village gossips, haven’t we, 
Mr. Clutchbill?” 

“I have had the draft prepared,” 
answered Director Clutchbill gamely. 

“Oh,” said Mrs. East with a sporting 
light in her eye, “supposing I leave it 
till fall, how much would it be worth 
to you?” 

Director Clutchbill locked one ankle 
around a table leg to keep from leaving 
the floor. ““Three per cent,” he panted. 

“Suppose we let it stay.” Mrs. 
East moved over nearer with a search- 
ing look. ‘We understand each other, 
don’t we?” 

“Accurately . . accurately, 
Mrs. East! the Ferndale National 
never betrays a customer.” 

The old director excused himself for 
the moment with a graceful bow. He 
ran across the lobby and pounded on 
the cashier’s door. 

“Shift this draft into a certificate of 
deposit . . . write 3 per cent on 
it,” he ordered. 

“Why . . . why! she’s leaving 
it!’ began John. 

“Yes .. =. yes!” tooted Mr. 
Clutchbill, drumming his fingers on 
John’s desk top. “In thirty years 
more you'll begin to learn how. You 
have to get °em mad sometimes.” 


Preferred or Common? 


‘THE A bank and the B bank were 
located in the same Missouri town, 
and had an established custom of mak- 
ing daily clearings and delivering to 
each other drafts on other banks for 
whatever balance was shown to be due. 
On July 31, there was a balance of 
$2,873 due the A bank, which the B 
bank paid A by draft on the C bank. 
The same day the commissioner of 
finance took charge of the B bank. 
The draft on the C bank was dis- 
honored, and the A bank demanded 
the face of it as a preferred claim. 
“The draft was fraudently issued 
when the officers of the B bank knew 
they had no funds on deposit with the 
C bank, and that entitles us to rank 
as a preferred creditor,” said A. 

There was some evidence, however, 
that the A bank knew at the time 
that the B bank had no funds to pay 
the draft, and relied on a promise 
that the president of the B bank would 
go to the town where the C bank was 
located and arrange to place sufficient 
funds in that bank to cover the draft. 

“That cuts out the element of fraud, 
and puts the claim in the common 
class,”” the commissioner of finance 
contended, and the Missouri Courts, 
ruled that the A bank must rank as 
a common creditor only. 

**There is substantial evidence upon 
which the Court sitting as a jury rea- 
sonably could find that the draft was 
not fraudently issued,” said the Court. 
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